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SIMPLIFICATION, CONSOLIDATION, AND IMPROVE- 
MENT OF FARMERS HOME ADMINISTRATION FA- 
CILITIES 


TUESDAY, FEBRUARY 23, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:10 a.m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

Present : Representatives Cooley (chairman), Poage, Gathings, Mc- 
Millan, Thompson, Jones of Missouri, Hagen, Johnson of Wiscon- 
sin, Matthews, Breeding, Stubblefield, Hogan, Levering, Hoeven, 
Belcher, McIntire, Smith of Kansas, Quie, Mrs. May, Short, and 
Pirnie. 

Also present: Christine 8. Gallagher, clerk; and Hyde H. Mur- 
ray, assistant clerk. 

The CuatrmMan. The committee will please be in order. 

We are delighted to have with us this morning Senator Allott, the 
author of one of the bills which we will consider this morning. Sen- 
ator Allott and I have introduced similar bills, S. 2144 and H.R. 
7628. We did that back in June of 1959. 

The House bill is H.R. 7628, which will be made a part of the 
record at this point, together with a report from the Department of 
Agriculture, and from the Comptroller General of the United States 

(H.R. 7628, S. 2144, the letter dated September 2, from the Depart- 
ment of Agriculture, and the letter dated August 6, from*the Comp- 
troller General of the United States, are as follows :) 


[H.R. 7628, 86th Cong., 1st sess.] 


A BILL To simplify, consolidate, and improve the authority of the Secretary of Agriculture 
with respect to loans to farmers and ranchers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) this Act may be cited as the “Con- 
solidated Farmers Home Administration Act of 1959’’. 

(b) The Congress finds that the statutory authority of the Secretary of 
Agriculture, hereinafter referred to in this Act as the “Secretary,” for making 
and insuring loans to farmers and ranches should be revised and consolidated to 
avoid multiplicity of loan types and to provide for a more effective credit serv- 
ices primarily for family-type farms. 


TITLE I—REAL ESTATE LOANS 


Sec. 2. The Secretary is authorized to make and insure loans to farmers and 
ranchers in the United States, the Territory of Hawaii and in Puerto Rico and 
the Virgin Islands who (1) are citizens of the United States of America, (2) 
have a farm background and recent farming experience which the Secretary 
determines is sufficient to assure reasonable prospects of success in the proposed 
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farming operations, (3) are or will become owner-operators of not larger than 
family-type farms, and (4) are unable to obtain sufficient credit elsewhere to 
finance their actual needs at rates and terms prevailing in or near their com- 
munity. 

Sec. 3. Loans may be made or insured under this title for acquiring, enlarging, 
or improving farms, including farm buildings, land and water development, use 
and conservation, refinancing existing indebtedness, and for loan closing costs, 

Seo. 4. The Secretary shall make or insure no loan under this title to an indi- 
vidual which would cause the total unpaid principal indebtedness against the 
farm offered as security to exceed (1) 90 per centum of the fair and reason- 
able value determined as prescribed by the Secretary and certified by the county 
committee established under section 32; or (2) $50,000 at any one time. 

Sec. 5. The Secretary is also authorized to make or insure loans to associa- 
tions of farmers, including corporations not operated for profit and public or 
quasi-public agencies, for the purpose of providing farmers and ranchers with 
such facilities for soil and water conservation, development, use and drainage 
as the Secretary may specify from time to time. No such loan shall be made 
which would cause the association’s unpaid principal indebtedness to the See- 
retary under this title and under the Act of August 28, 1937, as amended, to 
exceed $300,000 at any one time. 

Sec. 6. The period for repayment of loans under this title shall not exceed 
forty years. The Secretary shall from time to time establish the interest rate 
or rates at which loans for various purposes will be made or insured, taking into 
consideration the prevailing private or cooperative interest rates for loans for 
similar terms and purposes, but no such rate shall exceed 5 per centum per 
annum, plus such fees and other charges as the Secretary may require. 

Sec. 7. Loans under this title may be insured by the Secretary, aggregating 
not more than $150,000,000 in any one year, whenever funds are advanced or a 
loan is purchased by a lender other than the United States. In connection with 
insurance of loans, the Secretary— 

(a) is authorized to make agreements with respect to the servicing of 
loans insured hereunder and to purchase such loans on such terms and 
conditions as he may prescribe: and 

(b) shall retain out of interest payments by the borrower a charge at a 
rate determined by the Secretary equivalent to not less than 1 per centum 
per annum on the principal balance of the loan unpaid from time to time. 

Any contract of insurance executed by the Secretary under this title shall be 
an obligation supported by the full faith and credit of the United States and 
incontestable except for fraud or misrepresentation of which the holder has 
actual knowledge. 

Sec. 8. (a) The fund established pursuant to section 11(a) of the Bankhead- 
Jones Farm Tenant Act, as amended, shall hereafter be called the Agricultural 
Credit Insurance Fund and is hereinafter in this title referred to as the “fund.” 
The fund shall remain available as a revolving fund for the discharge of the 
obligations of the Secretary under agreements insuring loans under this title 
and loans and mortgages insured under prior authority. 

(b) Moneys in the fund not needed for current operations shall be deposited 
in the Treasury of the United States to the credit of the fund. The Secretary 
may purchase with money in the fund any notes issued by the Secretary to the 
Secretary of the Treasury for the purpose of obtaining money for the fund. 

(c) The Secretary is authorized to make and issue notes to the Secretary of 
the Treasury for the purpose of obtaining funds necessary for discharging 
obligations under this section and for authorized expenditures out of the fund. 
Such notes shall be in such form and denominations and have such maturities 
and be subject to such terms and conditions as may be prescribed by the Sec- 
retary with the approval of the Secretary of the Treasury. Such notes shall bear 
interest at a rate fixed by the Secretary of the Treasury, taking into considera- 
tion the current average market yields of outstanding marketable obligations 
of the Tnited States having maturities comparable to the notes issued by the 
Secretary under this Act. The Secretary of the Treasury is authorized and 
directed to purchase any notes of the Secretary issued hereunder, and for that 
purpose, the Secretary of the Treasury is authorized to use as a public debt 
transaction the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which such securities may 
be issued under such Act, as amended, are extended to include the purchase of 
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notes issued by the Secretary. All redemptions, purchases, and sales by the 
Secretary of the Treasury of such notes shall be treated as public debt transac- 
tions of the United States. 

(d) Notes and security acquired by the Secretary in connection with loans 
insured under this title shall become a part of the fund. Notes may be held in 
the fund and collected in accordance with their terms or may be sold by the 
Secretary with or without agreements for insurance thereof. All net proceeds 
from such collections, including sales of notes or property, shall be deposited in 
and become a part of the fund. 

(e) The Secretary shall deposit in the fund such portion of the charge col- 
lected in connection with the insurance of loans at least equal to a rate of one- 
half of 1 per centum per annum on the outstanding principal obligations as he 
determines to be an appropriate insurance charge and the remainder of such 
charge shall be available for administrative expenses of the Farmers Home Ad- 
ministration to be transferred annually and become merged with any appropria- 
tion for administrative expenses. 

(f) The Secretary may utilize the fund— 

(1) to make loans which could be insured under this title whenever the 
Secretary has reasonable assurances that they can be sold without undue 
delay, and may sell and insure such loans. The aggregate of the principal 
of such loans made and not disposed of shall not exceed $10,000,000 at any 
one time; 

(2) to pay the interest to which the holder of the note is entitled on loans 
hereinafter insured accruing between the date of any prepayments made by 
the borrower and the date of transmittal of any such prepayments to the 
lender. In the discretion of the Secretary, prepayments other than final 
payments need not be remitted to the holder until the due date of the an- 
nual installment ; 

(3) to pay to the holder of the notes any defaulted installment or, upon 
assignment of the note to the Secretary at the Secretary’s request, the entire 
balance due on the loan; 

(4) to purchase notes in accordance with agreements previously entered 
into; and 

(5) to pay taxes, insurance, prior liens, expenses necessary to make fiscal 
adjustments in connection with the application and transmittal of collec- 
tions and other expenses and advances authorized in section 35(a) in con- 
nection with insured loans. 

Sec. 9. The Secretary shall take as security for the obligations entered into in 
connection with loans first or second mortgages on farms with respect to which 
such loans are made and such other security as the Secretary may require, and 
for obligations in connection with loans to associations under section 5, shall 
take liens on the facility or such other security as he may determine to be 
necessary. Such security instruments shall constitute liens runging to the 
United States notwithstanding the fact that the notes may be held by lenders 
other than the United States. 


TITLE II—OPERATING LOANS 


Sec. 11. The Secretary is authorized to make loans to farmers and ranchers 
in the United States, the Territory of Hawaii, and in Puerto Rico, and the Virgin 
Islands who (1) are citizens of the United States of America, (2) who have a 
farm background and recent farming experience which the Secretary determines 
is sufficient to assure reasonable prospects of success in the proposed farming 
operation, (3) are or will become operators of not larger than family-type farms, 
and (4) are unable to obtain sufficient credit elsewhere to finance their actual 
needs at rates and terms prevailing in or near their community. 

Sec. 12. Loans may be made under this title for (1) paying costs incident to 
reorganizing the farming system for more profitable operation, (2) purchasing 
livestock, poultry and farm equipment, (3) purchasing feed, seed, fertilizer, in- 
secticides, farm supplies and to meet other essential farm operating expenses, 
(4) financing land and water development, use and conservation, (5) refinancing 
existing indebtedness, (6) other farm needs including but not limited to family 
subsistence, and (7) for loan closing costs. 

Sec. 13. The Secretary shall make no loan under this title to any additional 
(1) which would cause the total principal indebtedness outstanding at any one 
time for loans made under this title and under section 21 of the Bankhead-Jones 
Farm Tenant Act, as amended, to exceed $30,000: Provided, however, That not 








4 FACILITY IMPROVEMENT——-FARMERS HOME ADMINISTRATION 


more than 20 per centum of the sums made available for loans under this title 
shall be used for loans which would cause such indebtedness of any borrower 
under said Acts to exceed $10,000, (2) for the purchasing or leasing of land 
other than for cash rent, or for carrying on any land leasing or land purchasing 
program, or (3) in excess of an amount certified by the county committee, 

Sec. 14. The Secretary shall make all loans under this title at an interest 
rate not to exceed 5 per centum per annum, upon the full personal liability of 
the borrower and upon such security as the Secretary may prescribe. Such 
loans shall be payable in not more than seven years and no such loans shall be 
made to any person who has been continuously indebted for loans under this 
title or under section 21 of the Bankhead-Jones Farm Tenant Act, as amended 
or both, for immediately preceding ten years. . 


TITLE II—EMERGENCY LOANS 


Sec. 21. (a) The Secretary may designate any area in the United States, the 
Territory of Hawaii, and in Puerto Rico and the Virgin Islands as an emergency 
area if he finds (1) that there exists in such area a general need for agricultural 
credit which cannot be met for temporary periods of time by private, coopera- 
tive, or other responsible sources (including loans the Secretary is authorized 
to make under title II or to make or insure under title I of this Act or any other 
Act of Congress), at reasonable rates and on terms and conditions which farmers 
and ranchers could be expected to meet under the circumstances; and (2) that 
the need for such credit in such area is the result of a natural disaster or severe 
production losses. 

(b) The Secretary is authorized to make or participate in loans in any such 
area to established farmers or ranchers who are citizens of the United States of 
America and to private corporations or partnership engaged primarily in farm- 
ing or ranching provided they (1) have experience and resources necessary to 
assure a reasonable prospect for successful operation with the assistance of such 
loan, and (2) are unable to obtain sufficient credit elsewhere to finance their 
actual needs at rates and terms prevailing in or near their community. 

Sec. 22. Loans may be made under this title for any of the purposes author- 
ized for loans under titles I or II of this Act. 

Sec. 23. The Secretary shall make no loan under this title to any individual, 
eorporation, or partnership (1) which would cause the borrower’s unpaid prin- 
cipal indebtedness for loans made under this title to exceed $50,000, or (2) in 
excess of an amount certified by the county committee. 

Sec. 24. The Secretary shall make all loans under this title at the same rate 
of interest established for a loan for similar purposes under titles I and II of 
this Act, repayable at such times as the Secretary may determine, taking into 
account the purpose of the loan and the nature and effect of the emergency, but 
not later than provided for loans for similar purposes under titles I and II of 
this Act, and upon the full personal liability and available security of the 
farmer or rancher, or, in the case of corporations or partnerships, upon the full 
liability and available security of the corporation or partnership and of each 
person holding as much as 10 per centum of the stock or other interest in the 
corporation or partnership. 

Sec. 25. The Secretary may make additional loans without regard to the desig- 
nation of emergency areas under section 21(a) or the $50,000 limit in section 23, 
to persons or corporations who are indebted to the Secretary for loans under the 
Act of April 6, 1949, as amended, or the Act of August 31, 1954, as amended, to 
the extent necessary to permit the orderly repayment or liquidation of said prior 
indebtedness. 

Src. 26. The Secretary is authorized to utilize the revolving fund created by 
section 84 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1148a) (here- 
inafter in this title referred to as the “Emergency Credit Revolving Fund”), for 
carrying out the purposes of this title. 

Sec. 27. (a) All sums received by the Secretary from the liquidation of loans 
made under the provisions of this title or under the Act of April 6, 1949, as 
amended, or the Act of August 31, 1954, and from the liquidation of any other 
assets acquired with money from the Emergency Credit Revolving Fund shall 
be added to and become a part of the fund. 

(b) There are authorized to be appropriated to the Emergency Credit Revolv- 
ing Fund such additional sums as the Congress shall from time to time determine 
to be necessary. 
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| TITLE IV—ADMINISTRATIVE PROVISIONS 


Seo. 31. For the purposes of this Act and for the administration of assets 
under the jurisdiction of the Secretary of Agriculture pursuant to the Farmers 
Home Administration Act of 1946, as amended, the Bankhead-Jones Farm Tenant 
Act, as amended, the Act of August 28, 1937, as amended, title V of the Housing 
; Act of 1949, as amended, the Act of April 6, 1949, as amended, the Act of August 31, 
' 1954, as amended, and the powers and duties of the Secretary under any other Act 
authorizing agricultural credit, the Secretary may assign and transfer such 
. powers, duties, and assets to the Farmers Home Administration, to be headed by 
an Administrator, appointed by the Secretary without regard to the civil service 
, laws or the Classification Act of 1949, as amended, who shall receive basic com- 
pensation as provided by law for that office. 

The Secretary may- 

(a) administer his powers and duties through such national, area, State, 
or local offices and employees in the United States and the Territory of 
Hawaii and in Puerto Rico and the Virgin Islands as he determines to be 
necessary and may authorize an office to serve the area composed of two 
or more States if he determines that the volume of business in the area is 
not sufficient to justify separate State offices; 

(b) accept and utilize voluntary and uncompensated services, and with 
the consent of the agency concerned, utilize the officers, employees, equip- 
ment, and information of any agency of the Federal Government, or of any 
State, Territory, or political subdivision ; 

(c) within the limits of appropriations made therefor, make necessary 
expenditures for rent at the seat of Government and elsewhere, purchase 
and exchange of supplies and equipment, purchase or hire of passenger 
vehicles, printing and binding without regard to the Act of January 12, 1895, 
as amended (44 U.S.C. 111), and such other facilities and services as he 
may from time to time find necessary for the proper administration of this 

» Act ; 
(d) acquire land and interest therein without regard to section 355 of the 
Revised Statutes, as amended; 

(e) compromise, adjust, or reduce claims and adjust and modify the 
terms of mortgages, leases, contracts, and agreements entered into or ad- 
ministered by the Farmers Home Administration under any of its programs, 
as circumstances may require: Provided, however, That— 

(1) compromise, adjustment, or reduction of claims of $15,000 or more 
must be effected by reference to the Secretary of the Treasury or to the 


Tun @ “oe 
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, Attorney General pursuant to the provisions of section 3469 of the Re- 

, vised Statutes (31 U.S.C. 194) ; 

; (2) compromise, adjustment, or reduction of claims shall be based 

, on a reasonable determination by the Secretary of the debtor’s ability 

» to pay and the value of the security and with or without the payment of 

| any consideration at the time of such adjustment or reduction; 

(3) releases from personal liability may also be made with or with- 

> out the payment of any consideration at the time of adjustment of 

claims against— 

, (A) Borrowers who have transferred the security property to 

: applicants eligible for loans to acquire such property under agree- 

, ments assuming the outstanding secured indebtedness. 

(B) Borrowers who have transferred the security property to 

. applicants eligible for loans to acquire such property under agree- 
ments assuming that portion of the secured indebtedness equal 

. to the value of the security property or transferred the security 

f property to the Secretary, if the county committee certifies and the 

. Secretary determines that the borrowers have cooperated in good 
faith, used due diligence to maintain the security property against 

4 loss, if appropriate have farmed in a workmanlike manner, and 

; have otherwise fulfilled the covenants incident to their loans to the 

. best of their abilities ; and 

l (C) Borrowers who have transferred the security property to 


persons not eligible for loans to acquire such property under agree- 
‘ ments assuming the full amount or that portion of the secured in- 
. debtedness equal to the current market value of the security prop- 
erty, on terms not to exceed 5 annual installments with interest 
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at 5 percent per annum on the unpaid balance, upon a determina- 
tion by the Secretary of the transferor’s reasonable repayment 
ability and the county committee’s certification as required in sub- 
paragraph (B) above. 
(D) The provisions of this subparagraph shall apply even though 
the farm transferred may be larger than a family-type farm. 

(4) no compromise, adjustment, or reduction of claims shall be made 
upon terms more favorable than recommended by the appropriate 
county committee utilized pursuant to section 32 of this Act; and 

(5) any claim which has been due and payable for five years or more, 
and where the debtor has no assets or no apparent future debt-paying 
ability from which the claim could be collected, or is deceased and has left 
no estate, or has been absent from his last known address for a period 
of at least five years, has no known assets, and his whereabouts cannot 
be ascertained without undue expense, may be charged off or released 
by the Secretary upon a report and favorable recommendation of the 
employee of the Administration having charge of the claim, and any 
claims involving a principal balance of $150 or less may be charged off 
or released whenever it appears to the Secretary that further collection 
efforts would be ineffectual or likely to prove uneconomical; and 

(6) partial releases and subordination of mortgages may be granted 
where the secured indebtedness remaining after the transaction will 
be adequately secured, and the transaction and use of proceeds will 
further the purposes for which the loan was made, improve the bor- 
rower’s debt-paying ability, permit payments on indebtedness owed to 
or insured by the Secretary, or permit payment of reasonable costs and 
expenses incident to the transaction. 

(f) collect all claims and obligations arising or administered under this 
Act, er under any mortgage, lease, contract, or agreement entered into or 
administered pursuant to this Act and, if in his judgment necessary and 
advisable, pursue the same to final collection in any court having juris- 
diction. All legal work arising out of such claims and obligations, includ- 
ing, but not limited to, the prosecution and defense of all litigation, is 
authorized to be performed, as determined by the General Counsel of the 
Department of Agriculture, through the Department of Justice, by attorneys 
of the Office of General Counsel of the Department of Agriculture, or by 
local counsel. 

Sec. 32. (a) The Secretary is authorized and directed to appoint in each 
county or area in which activities are carried on under this Act, a county 
committee composed of three individuals residing in the county or area, at least 
two of whom at the time of appointment shall be farmers deriving the prin- 
cipal part of their income from farming. Committee appointments shall be 
for a term of three years except that the first appointments for any new com- 
mittee shall be for one-, two-, and three-year periods, respectively, so as to 
provide continuity for committee membership. The Secretary may appoint an 
alternate for each committee member. The members of the committee and their 
alternatives shall be removable for cause by the Secretary. 

(b) The rates of compensation, the number of days per month each member 
may be paid, and the amount to be allowed for necessary travel and subsistence 
expenses, shall be determined and paid by the Secretary. The members and 
alternate members shall be excluded from any statistical report on numbers of 
employees. 

(c) The committee shall meet on the call of the chairman elected by the com- 
mittee or on the call of such other person as the Secretary may designate. 

(d) The committee shall, with the assistance of appraisals made by com- 
petent appraisers under rules established by the Secretary, recommend the fair 
and reasonable value of farms based on the normal value and when required, 
the value of other security property. The committee shall perform such addi- 
tional duties as the Secretary may require. 

Sec. 33. In connection with loans made or insured under this Act, the Secre- 
tary shall require— 

(a) the applicant to certify in writing that the applicant is unable to 
obtain sufficient credit elsewhere to finance his actual needs at rates and 
terms prevailing in or near his community. 
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(b) except for loans under section 5, the county committee to certify 
in writing that the applicant meets the eligibility requirements for the 
loan and has the character, industry, and ability to carry out the proposed 
farming operations, and will, in the opinion of the committee, honestly 
endeavor to carry out his undertakings and obligations; and for loans under 
section 5, the Secretary shall require the recommendation of the county 
committee as to the making or insuring of the loan. 

(c) an agreement by the borrower that if at any time it shall appear to 
the Secretary that the borrower may be able to obtain a loan from a pro- 
duction credit association, a Federal land bank, or other responsible co- 
operative or private credit source, at reasonable rates and terms for loans 
for similar purposes and periods of time prevailing in the area, the bor- 
rower will, upon request by the Secretary, apply for and accept such loan 
in sufficient amount to repay the Secretary or the insured lender, or both, 
and to pay for any stock necessary to be purchased in a cooperative lend- 
ing agency in connection with such loan; and 

(d) such provision for supervision of the borrower’s operations as the 
Secretary shall deem necessary to achieve the objectives of the loan and 
protect the interests of the United States. 

Sec. 34. All property subject to a lien held by the United States or the title 
to which is acquired or held by the Secretary under this Act other than prop- 
erty used for administrative purposes, shall be subject to taxation by State, 
Territory, district, and local political subdivisions in the same manner and to 
the same extent as other property is taxed: Provided, however, That no tax 
which is based on— 

(1) the ad valorem value of any notes or mortgages or other lien instru- 
wents held by or transferred to the Secretary ; 

(2) any notes or lien instruments administered under this Act which 
are made, assigned, or held by a person otherwise liable for such tax; or 

(3) the ad valorem value of any property conveyed or transferred to 
the Secretary, whether as a tax on the instrument, the privilege of con- 
veying or transferring or the recordation thereof shall be imposed or col- 
lefted on or with respect to such instrument; nor shall the failure to pay 
or collect any such tax be a ground for refusal to record or file such in- 
struments, or for failure to impart notice, or prevent the enforcement of 
its provisions in any State or Federal court. 

Sec. 35. (a) The Secretary is authorized and empowered to make advances, 
without regard to any loan or total indebtedness limitation, to preserve and 
protect the security for or the lien or priority of the lien securing any loan or 
other indebtedness owing to, insured by, or acquired by the Secretary under 
this Act or under any other programs administered by the Farmers Home 
Administration; to bid for and purchase at any execution, foreclosure or other 
sale or otherwise to acquire property upon which the United States has a lien 
by reason of a judgment or execution arising from, or which is pledged, mort- 
gaged, conveyed, attached, or levied upon to secure the payment of, any such 
indebtedness whether or not such property is subject to other liens; to accept 
title to any property so purchased or acquired; and to sell, manage, or other- 
wise dispose of such property as hereinafter provided. 

(b) Real property administered under the provisions of this Act may be 
operated by the Secretary for a period not in excess of one year from the date 
of acquisition or may be leased for such period or periods as the Secretary 
may deem necessary to protect the Government’s investment therein. 

(c) The Secretary may determine whether real property administered under 
this Act is suitable for disposition for purposes consistent with section 3 of 
this Act to persons eligible for assistance under title I of this Act. Any prop- 
erty which the Secretary determines to be suitable for such purposes shall, 
whenever practicable, be sold by the Secretary as expeditiously as possible to 
such eligible persons in a manner consistent with the provisions of title I 
hereof. Real property which is not determined suitable for sale to such eligible 
persons or which has not been purchased by such persons within a period of 
three years from the date of acquisition, shall be sold by the Secretary at public 
or private sale at the best price obtainable after public notice for cash or on 
secured credit without regard to the laws governing the disposition of excess 
or surplus property of the United States. The terms of such sale shall require 
an initial downpayment of at least 20 per centum and the remainder of the 
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sales price payable in not more than five annular installments with interest 
on unpaid balances at 5 per centum per annum. Any conveyances under this 
Act shall include all of the interest of the United States including mineral 
rights. 

(d) With respect to any real property administered under this Act the 
Secretary is authorized to grant or sell easements or rights-of-way for roads 
utilities, and other appurtenances not inconsistent with the public interest. With 
respect to any rights-of-way over land on which the United States has a lien 
administered under this Act, the Secretary may release said lien upon payment 
to the United States of adequate consideration, and the interest of the United 
States arising under any such lien may be acquired for highway purposes by 
any State or county in condemnation proceedings under State law by service by 
certified mail upon the United States Attorney for the district, the State director 
of the Farmers Home Administration for the State in which the farm is located 
and the Attorney General of the United States: Provided, however, That the 
United States shall not be required to appear, answer, or respond to any notice 
or writ sooner than ninety days from the time such notice or writ is returnable 
or purports to be effective, and the taking or vesting of title to the interest of 
the United States shall not become final under any proceeding, order, or decree 
until adequate compensation and damages have been finally determined and paid 
to the United States or into the registry of the court. 

Sec. 36. No officer, attorney, or other employee of the Secretary shall, directly 
or indirectly, be the beneficiary of or receive any fee, commission, gift, or other 
consideration for or in connection with any transaction or business under this 
Act other than such salary, fee, or other compensation as he may receive as such 
officer, attorney, or employee. No member of a county committee shall know- 
ingly make or join in making any certification with respect to any land in which 
he or any person related to him within the third degree of consanguinity has 
or may acquire any interest. Any persons violating any provision of this sec- 
tion shall, upon conviction thereof, be punished by a fine of not more than $2,000 
or imprisonment for not more than two years, or both. 

Sec. 37. The Secretary may provide credit counselling assistance to farmers 
and ranchers concerning agricultural credit. The Secretary may also provide 
voluntary debt adjustment assistance between farmers and their creditors and 
may cooperate with State, Territorial, and local agencies and committees engaged 
in such debt adjustment. 

Sec. 38. (a) There is authorized to be appropriated to the Secretary such 
sums as the Congress may from time to time determine to be necessary to enable 
the Secretary to carry out the purposes of this Act and for the administration of 
assets transferred to the Farmers Home Administration. 

(b) The Secretary is authorized to make and issue notes to the Secretary of 
the Treasury for the purpose of obtaining funds in such amounts as the Congress 
may approve from time to time for making direct loans under this Act. Such 
notes shall be in such form and denominations and have such maturities and 
be subject to such terms and conditions as may be prescribed by the Secretary 
with the approval of the Secretary of the Treasury. Such notes shall bear 
interest at a rate fixed by the Secretary of the Treasury, taking into considera- 
tion the current average market yields of outstanding marketable obligations of 
the United States having maturities comparable to loans made by the Secretary 
under this Act. The Secretary of the Treasury is authorized and directed to 
purchase any notes of the Secretary issued hereunder, and for that purpose the 
Secretary of the Treasury is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which such securities may be issued under 
such Act, as amended, are extended to include the purchase of notes issued by 
the Secretary. All redemptions, purchases, and sales by the Secretary of the 
Treasury of such notes shall be treated as public debt transactions of the United 
States. 

(c) There is hereby established in the Treasury of the United States a revolv- 
ing fund known as the “Farmers Home Administration Revolving Fund” (here- 
inafter in this section called the “revolving fund”). The provisions of this sub- 
section shall not apply to the Agricultural Credit Insurance Fund, or the 
Emergency Credit Revolving Fund, the assets and liabilities thereof or the 
Secretary’s authority with respect thereto. 

There are hereby transferred to the revolving fund the unexpended balances 
of any appropriation, the sums heretofore borrowed, and the claims, notes, mort- 
gages, property and receipts acquired and now held by the Secretary, including 
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any claims, notes, mortgages, or property held by the Secretary on behalf of the 
Secretary of the Treasury which were made, arose, collected or are being admin- 
istered under this Act or under the following Acts or parts thereof (hereinafter 
in this section referred to as “said Acts’’) : titles I, II, and IV of the Bankhead- 
Jones Farm Tenant Act, as amended, including any amounts transferred from 
collections for loan insurance charges or other charges for administrative ex- 
penses; (2) the Farmers Home Administration Act of 1946, as amended, exclud- 
ing the assets of the State rural rehabilitation corporations but including any 
sums received from the accounts of said corporations for administrative ex- 
penses; (3) the Act of August 28, 1937, as amended, including any amounts 
transferred from collections for loan insurance charges or other charges for 
administrative expenses; (4) title V of the Housing Act of 1949, as amended; 
(5) the item “Loans to farmers—1948 flood damage” in the Act of June 25, 1948 
(62 Stat. 1038) ; (6) the item “‘Loan to farmers—property damage” in the Act 
of May 24, 1949 (63 Stat. 82); (7) the sales and development accounts in the 
water conservation and utilization projects (53 Stat. 685, 719, as amended and 
supplemented by 16 U.S.C. 590y, z1-10; (8) the Act of September 6, 1950; and 
(9) the Act of July 11, 1956. 

There shall be deposited in the revolving fund all appropirations hereafter 
made, any sums borrowed under existing or future authorizations for the pur- 
poses of said Acts or this Act, all notes, mortgages, claims and property here- 
after acquired and held by the Secretary, the proceeds from the use and sale of 
any such property, all collections of principal and interest and any other re- 
ceipts under said Acts or under this Act. 

The notes of the Secretary issued to the Secretary of the Treasury under 
said Acts or this Act and all other liabilities against the appropriations or 
assets transferred to or deposited in the revolving fund shall be liabilities of 
the revolving fund and all other obligations against such appropriations or 
assets shall be obligations of the revolving fund. 

The unexpended balances of any appropriation or authorizations transferred 
to and all sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed 
the total unobligated balances of the sums appropriated or made available for 
loans under title I of the Bankhead-Jones Farm Tenant Act, title V of the 
Housing Act of 1949, and the Act of August 28, 1937, for loans under title II 
of this Act not to exceed the unobligated balances of sums appropriated or 
made available for loans under title II of the Bankhead-Jones Farm Tenant 
Act, and for administrative expenses under this Act not to exceed the appro- 
priation for administrative expense, for the fiscal year current when this 
Act becomes effective; (2) for the purposes of this Act in such further annual 
amounts as Congress in appropriation Acts may from time to time determine: 
and (3) for repayments on notes issued by the Secretary to the Secretary of 
the Treasury: Provided, however, That collections on sales and development 
accounts in water conservation and utilization projects shall be transferred to 
and deposited in miscellaneous receipts of the Treasury. Subject to the fore- 
going limitations, collections deposited in the fund may be utilized in lieu of, 
or partially in lieu of, issuing additional notes to the Secretary of the Treasury 
under said Acts or under this Act. 

Sec. 39. The Secretary is authorized to make such rules and regulations, 
prescribe the terms and conditions for making or insuring loans, security in- 
struments and agreements, except as otherwise specified herein, and make such 
delegations of authority as he deems necessary to carry out this Act. 

Sec. 40. (a) References to any provisions of the Bankhead-Jones Farm Tenant 
Act, title V of the Housing Act of 1949 or the Act of August 28, 1937, super- 
seded by any provisions of this Act shall be construed as referring to the ap- 
propriate provision of this Act. Titles I, II, and IV of the Bankhead-Jones 
Farm Tenant Act, as amended, except section 44 of said Act as originally 
enacted which is hereby repealed and reenacted as the last sentence of section 
32(c) of title III of said Act, and the Act of August 28, 1937, as amended, title 
V of the Housing Act of 1949, as amended, except the first sentence of section 
511 thereof, the Act of April 6, 1949, as amended, and the Act of August 31, 1954, 
as amended, are hereby repealed effective June 30, 1960, or such earlier date as 
the provisions of this Act are made effective by the Secretary’s regulations. 

(b) The repeal of any provision of law by this Act shall not— 

(1) affect the validity of any action taken or obligation entered into pur- 
suant to the authority of any of said Acts, or 
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(2) prejudice the application of any person with respect to receiving as- 
sistance under the provisions of this Act, solely because such person is 
obligated to the Secretary under authorization contained in any such re- 
pealed provision. 

(c) If any provision of this Act or the application thereof to any person or 
circumstance is held invalid, the remainder of the Act and the application of 
such provision to other persons or circumstances shall not be affected thereby. 





[S. 2144, 86th Cong., 1st sess.] 


A BILL To simplify, consolidate, and improve the authority of the Secretary of Agriculture 
with respect to loans to farmers and ranchers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) this Act may be cited as 
the “Consolidated Farmers Home Administration Act of 1959.” 

(b) The Congress finds that the statutory authority of the Secretary of 
Agriculture, hereinafter referred to in this Act as the “Secretary,” for making 
and insuring loans to farmers and ranchers should be revised and consolidated 
to avoid multiplicity of loan types and to provide for a more effective credit 
services primarily for family-type farms. 


TITLE I—REAL ESTATE LOANS 


and ranchers in the United States, the Territory of Hawaii, and in Puerto Rieo 
and the Virgin Islands who (1) are citizens of the United States of America, 
(2) have a farm background and recent farming experience which the Secre- 
tary determines is sufficient to assure reasonable prospects of success in the 
proposed farming operations, (3) are or will become owner-operators of not 
larger than family-type farms, and (4) are unable to obtain sufficient credit 
elsewhere to finance their actual needs at rates and terms prevailing in or near 
their community. 

Sec. 3. Loans may be made or insured under this title for acquiring, enlarg- 
ing, or improving farms, including farm buildings, land and water development, 
use and conservation, refinancing existing indebtedness, and for loan clos- 


Sec. 2. The Secretary is authorized to make and insure loans to farmers 


ing costs. 

Sec. 4. The Secretary shall make or insure no loan under this title to an 
individual which would cause the total unpaid principal indebtedness against 
the farm offered as security to exceed (1) 90 percent of the fair and reason- 
able value determined as prescribed by the Secretary and certified by the 
county committee established under section 32; or (2) $50,000 at any one time. 

Sec. 5. The Secretary is also authorized to make or insure loans to associa- 
tions of farmers, including corporations not operated for profit and public 
or quasi-public agencies, for the purpose of providing farmers and ranchers 
with such facilities for soil and water conservation, development, use and 
drainage as the Secretary may specify from time to time. No such loan shall 
be made which would cause the association’s unpaid principal indebtedness to 
the Secretary under this title and under the Act of August 28, 1957, as amended, 
to exceed $300,000 at any one time. 

Sec. 6. The period for repayment of loans under this title shall not exceed 
forty years. The Secretary shall from time to time establish the interest rate 
or rates at which loans for various purposes will be made or insured, taking 
into consideration the prevailing private or cooperative interest rates for 
loans for similar terms and purposes, but no such rate shall exceed 5 per centum 
per annum, plus such fees and other charges as the Secretary may require. 

Sec. 7. Loans under this title may be insured by the Secretary, aggregating 
not more than $150,000,000 in any one year, whenever funds are advanced or 
a loan is purchased by a lender other than the United States. In connection 
with insurance of loans, the Secretary— 

(a) is authorized to make agreements with respect to the servicing of 
loans insured hereunder and to purchase such loans on such terms and 
conditions as he may prescribe ; and 

(b) shall retain out of interest payments by the borrower a charge at 
a rate determined by the Secretary equivalent to not less than 1 per centum 
per annum on the principal balance of the loan unpaid from time to time. 
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Any contract of insurance executed by the Secretary under this title shall 
be an obligation supported by the full faith and credit of the United States 
and incontestable except for fraud or misrepresentation of which the holder has 
actual knowledge. 

Sec. 8. (a) The fund established pursuant to section 11(a) of the Bankhead- 
Jones Farm Tenant Act, as amended, shall hereafter be called the Agricultural 
Credit Insurance Fund and is hereinafter in this title referred to as the “fund.” 
The fund shall remain available as a revolving fund for the discharge of the 
ybligations of the Secretary under agreements insuring loans under this title 
and loans and mortgages insured under prior authority. 

(b) Moneys in the fund not needed for current operations shall be deposited 
in the Treasury of the United States to the credit of the fund. The Secretary 
may purchase with money in the fund any notes issued by the Secretary to the 
Secretary of the Treasury for the purpose of obtaining money for the fund. 

(ec) The Secretary is authorized to make and issue notes to the Secretary 
of the Treasury for the purpose of obtaining funds necessary for discharging 
obligations under this section and for authorized expenditures out of the fund. 
Such notes shall be in such form and denominations and have such maturities 
and be subject to such terms and conditions as may be prescribed by the Secre- 
tary with the approval of the Secretary of the Treasury. Such notes shall bear 
interest at a rate fixed by the Secretary of the Treasury, taking into consider- 
ation the current average market yields of outstanding marketable obligations 
of the United States having maturities comparable to the notes issued by the 
Secretary under this Act. The Secretary of the Treasury is authorized and di- 
rected to purchase any notes of the Secretary issued hereunder, and for that pur- 
pose, the Secretary of the Treasury is authorized to use as a public debt transac- 
tion the proceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which such securities may be issued 
under such Act, as amended, are extended to include the purchase of notes issued 
by the Secretary. All redemptions, purchases, and sales by the Secretary of 
the Treasury of such notes shall be treated as public debt transactions of the 
United States. 

(d) Notes and security acquired by the Secretary in connection with loans in- 
sured under this title shall become a part of the funds. Notes may be held in 
the fund and collected in accordance with their terms or may be sold by the 
Secretary with or without agreements for insurance thereof. All net proceeds 
from such collections, including sales of notes or property, shall be deposited in 
and become a part of the fund. 

(e) The Secretary shall deposit in the fund such portion of the charge col- 
lected in connection with the insurance of loans at least equal to a rate of one- 
half of 1 per centum per annum on the outstanding principal obligations as he 
determines to be an appropriate insurance charge and the remainder of such 
charge shall be available for administrative expenses of the Farmers Home Ad- 
ministration to be transferred annually and become merged with any appropri- 
ation for administrative expenses. 

(f) The Secretary may utilize the fund- 

(1) to make loans which could be insured under this title whenever the 
Secretary has reasonable assurances that they can be sold without undue 
delay, and may sell and insure such loans. The aggregate of the principal 
of such loans made and not disposed of shall not exceed $10,000,000 at any 
one time; 

(2) to pay the interest to which the holder of the note is entitled on loans 
heretofore or hereafter insured accruing between the date of any prepay- 
ments made by the borrower and the date of transmittal of any such pre- 
payments to the lender. In the discretion of the Secretary, prepayments 
other than final payments need not be remitted to the holder until the due 
date of the annual installment ; 

(3) to pay to the holder of the notes any defaulted installment or, upon 
assignment of the note to the Secretary at the Secretary’s request, the entire 
balance due on the loan; 

(4) to purchase notes in accordance with agreements previously entered 
into; and 

(5) to pay taxes, insurance, prior liens, expenses necessary to make fiscal 
adjustments in connection with the application and transmittal of collec- 
tions and other expenses and advances authorized in section 35(a) in con- 
nection with insured loans. 
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Sec. 9. The Secretary shall take as security for the obligations entered into in 
connection with loans first or second mortgages on farms with respect to which 
such loans are made and such other security as the Secretary may require, and 
for obligations in connection with loans to associations under section 5, shall 
take liens on the facility or such other security as he may determine to be neces. 
sary. Such security instruments shall constitute liens running to the United 
States notwithstanding the fact that the notes may be held by lenders other than 
the United States. 

TITLE II—OPERATING LOANS 


Sec. 11. The Secretary is authorized to make loans to farmers and ranchers 
in the United States, the Territory of Hawaii, and in Puerto Rico, and the Virgin 
Islands who (1) are citizens of the United States of America, (2) who havea 
farm background and recent farming experience which the Secretary determines 
is sufficient to assure reasonable prospects of success in the proposed farming 
operation, (3) are or will become operators of not larger than family-type farms, 
and (4) are unable to obtain sufficient credit elsewhere to finance their actual 
needs at rates and terms prevailing in or near their community. 

Sec. 12. Loans may be made under this title for (1) paying costs incident 
to reorganizing the farming system for more profitable operation, (2) purchasing 
livestock, poultry and farm equipment, (3) purchasing feed, seed, fertilizer, in- 
secticides, farm supplies and to meet other essential farm operating expenses, 
(4) financing land and water development, use and conservation, (5) refinancing 
existing indebtedness, (6) other farm needs including but not limited to family 
subsistence, and (7) for loan closing costs. 

Sec. 13. The Secretary shall make no loan under this title to any individual 
(1) which would cause the total principal indebtedness outstanding at any one 
time for loans made under this title and under section 21 of the Bankhead- 
Jones Farm Tenant Act, as amended, to exceed $30,000; Provided, however, 
That not more than 25 per centum of the sum made available for loans under 
this title shall be used for loans which would cause such indebtedness of any 
borrower under said Acts to exceed $10,000, (2) for the purchasing or leasing 
of land other than for cash rent, or for carrying on any land leasing or land 
purchasing program, or (3) in excess of an amount certified by the county 
committee. 

Sec. 14. The Secretary shall make all loans under this title at an interest rate 
not to exceed 5 per centum per annum, upon the full personal liability of the 
borrower and upon such security as the Secretary may prescribe. Such loans 
shall be payable in not more than seven years and no such loans shall be made 
to any person who has been continuously indebted for loans under this title 
or under section 21 of the Bankhead-Jones Farm Tenant Act, as amended, o1 
both, for immediately preceding ten years. 


TITLE ITI—EMERGENCY LOANS 


Sec. 21. (a) The Secretary may designate any area in the United States, the 
Territory of Hawaii, and in Puerto Rico and the Virgin Islands as an emergency 
area if he finds (1) that there exists in such area a general need for agri- 
cultural credit which cannot be met for temporary periods of time by private, 
cooperative, or other responsible sources (including loans the Secretary is 
authorized to make under title II or to make or insure under title I of this Act 
or any other Act of Congress), at reasonable rates and on terms and conditions 
which farmers and ranchers could be expected to meet under the circumstances; 
and (2) that the need for such credit in such area is the result of a natural 
disaster or severe production losses. 

(b) The Secretary is authorized to make or participate in loans in any such 
area to establish farmers or ranchers who are citizens of the United States 
of America and to private corporations or partnership engaged primarily in 
farming or ranching provided they (1) have experience and resources necessary 
to assure a reasonable prospect for successful operation with the assistance of 
such loan, and (2) are unable to obtain sufficient credit elsewhere to finance their 
actual needs at rates and terms prevailing in or near their community. 


Sec. 22. Loans may be made under this title for any of the purposes authorized 


for loans under titles I or II of this Act. 
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Sec. 23. The Secretary shall make no loan under this title to any individual, 
corporation, or partnership (1) which would cause the borrower’s unpaid princi- 
pal indebtedness for loans made under this title to exceed $50,000, or (2) in 
excess Of an amount certified by the county committee. 

Sec. 24. The Secretary shall make all loans under this title at the same rate 
of interest established for a loan for similar purposes under titles I and II of 
this Act, repayable at such times as the Secretary may determine, taking into 
account the purpose of the loan and the nature and effect of the emergency, 
put not later than provided for loans for similar purposes under titles I and II 
of this Act, and upon the full personal liability and available security of the 
farmer or rancher, or, in the case of corporations or partnerships, upon the 
full liability and available security of the corporation or partnership and of 
each person holding as much as 10 per centum of the stock or other interest in 
the corporation or partnership. 

Sec. 25. The Secretary may make additional loans without regard to the 
designation of emergency areas under section 21(a) or the $50,000 limit in 
section 23, to persons or corporations who are indebted to the Secretary for 
loans under the Act of April 6, 1949, as amended, or the Act of August 31, 1954, 
as amended, to the extent necessary to permit the orderly repayment or liquida- 
tion of said prior indebtedness. 

Sec. 26. The Secretary is authorized to utilize the revolving fund created by 
section 84 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1148a), (here- 
inafter in this title referred to as the “Emergency Credit Revolving Fund”) for 
carrying out the purposes of this title. 

Sec. 27. (a) All sums received by the Secretary from the liquidation of loans 
made under the provisions of this title or under the Act of April 6, 1949, as 
amended, or the Act of August 31, 1954, and from the liquidation of any other 
assets acquired with money from the Emergency Credit Revolving Fund shall 
be added to and become a part of the fund. 

(b) There are authorized to be appropriated to the Emergency Credit Re- 
volving Fund such additional sums as the Congress shall from time to time de- 
termine to be necessary. 


TITLE IV—ADMINISTRATIVE PROVISIONS 


Sec. 31. For the purposes of this Act and for the administration of assets 
under the jurisdiction of the Secretary of Agriculture pursuant to the Farmers 
Home Administration Act of 1946, as amended, the Bankhead-Jones Farm 
Tenant Act, as amended, the Act of August 28, 1937, as amended, title V of the 
Housing Act of 1949, as amended, the Act of April 6, 1949, as amended, the Act 
of August 31, 1954, as amended, and the powers and duties of the Secretary 
under any other Act authorizing agricultural credit, the Secretary may assign 
and transfer such powers, duties and assets to the Farmers Home Adminis- 
tration, to be headed by an Administrator, appointed by the Secretary without 
regard to the civil service laws or the Classification Act of 1949, as amended, who 
shall receive basic compensation as provided by law for that office. 

The Secretary may—- 

(a) administer his powers and duties through such national, area, State, 
or local offices and employees in the United States and the Territory of 
Hawaii and in Puerto Rico and the Virgin Islands as he determines to be 
necessary and may authorize an office to serve the area composed of two or 
more States if he determines that the volume of business in the area is not 
sufficient to justify separate State offices; 

(b) accept and utilize voluntary and uncompensated services, and with 
the consent of the agency concerned, utilize the officers, employees, equip- 
ment, and information of any agency of the Federal Government, or of any 
State, Territory, or political subdivision ; 

(c) within the limits of appropriations made therefor, make necessary ex- 
penditures for rent at the seat of Government and elsewhere, purchase and 
exchange of supplies and equipment, purchase or hire of passenger vehicles, 
printing and binding without regard to the Act of January 12, 1895, as 
amended (44 U.S.C. 111), and such other facilities and services as he may 
from time to time find necessary for the proper administration of this 
Act; 

(d) acquire land and interest therein without regard to section 355 of the 
Revised Statutes, as amended, 
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(e) compromise, adjust, or reduce claims and adjust and modify the terms 


of mortgages, leases, contracts, and agreements entered into or administered 
by the Farmers Home Administration under any of its programs, as circum- 
stances may require: Provided, however, That— 


(1) compromise, adjustment or reduction of claims of $15,000 or more 
must be effected by reference to the Secretary of the Treasury or to the 
Attorney General pursuant to the provisions of section 3469 of the Re- 
vised Statutes (31 U.S.C. 194) ; 

(2) compromise, adjustment or reduction of claims shall be based 
on a reasonable determination by the Secretary of the debtor’s ability 
to pay and the value of the security and with or without the payment of 
any consideration at the time of such adjustment or reduction; 

(3) releases from personal liability may also be made with or with. 
out the payment of any consideration at the time of adjustment of 
claims against— 

(A) Borrowers who have transferred the security property to ap- 
plicants eligible for loans to acquire such property under agree- 
ments assuming the outstanding secured indebtedness. 

(B) Borrowers who have transferred the security property to ap- 
plicants eligible for loans to acquire such property under agree- 
ments assuming that portion of the secured indebtedness equal to 
the value of the security property or transferred the security prop- 
erty to the Secretary, if the county committee certifies and the See. 
retary determines that the borrowers have cooperated in good faith, 
used due diligence to maintain the security property against loss, 
if appropriate, have farmed in a workmanlike manner, and have 
otherwise fulfilled the covenants incident to their loans to the best 
of their abilities ; and 

(C) Borrowers who have transferred the security property to 
persons not eligible for loans to acquire such property under agree- 
ments assuming the full amount or that portion of the secured in- 
debtedness equal to the current market value of the security prop- 
erty, on terms not to exceed five annual installments with interest 
at 5 per centum per annum on the unpaid balance, upon a deter- 
mination by the Secretary of the transferor’s reasonable repayment 
ability and the county committee’s certification as required in sub- 
paragraph (B) above. 

(D) The provisions of this subparagraph shall apply even though 
the farm transferred may be larger than a family-type farm. 

(4) no compromise, adjustment or reduction of claims shall be made 
upon terms more favorable than recommended by the appropriate county 
committee utilized pursuant to section 32 of this Act ; and 

(5) any claim which has been due and payable for five years or more, 
and where the debtor has no assets or no apparent future debt-paying 
ability from which the claim could be collected, or is deceased and has 
left no estate, or has been absent from his last known address for a pe- 
riod of at least five years, has no known assets, and his whereabouts 
eannot be ascertained without undue expense, may be charged off or re- 
leased by the Secretary upon a report and favorable recommendation 
of the employee of the Administration having charge of the claim, and 
any claims involving a principal balance of $150 or less may be charged 
off or released whenever it appears to the Secretary that further col- 
lection efforts would be ineffectual or likely to prove uneconomical ; and 

(6) partial releases and subordination of mortgages may be granted 
where the secured indebtedness remaining after the transaction will be 
adequately secured, and the transaction and use of proceeds will further 
the purposes for which the loan was made, improve the borrower's debt- 
paying ability, permit payments on indebtedness owed to or insured by 
the Secretary, or permit payment of reasonable costs and expenses in- 
cident to the transaction. 


(f) eollect all claims and obligations arising or administered under this 
Act, or under any mortgage, lease, contract, or agreement entered into or 
administered pursuant to this Act and, if in his judgment necessary and 
advisable, pursue the same to final collection in any court having jurisdic- 


All legal work arising out of such claims and obligations, including, 


but not limited to, the prosecution and defense of all litigation, is authorized 


~ 
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to be performed, as determined by the General Counsel of the Department of 
Agriculture, through the Department of Justice, by attorneys of the Office of 
the General Counsel of the Department of Agriculture, or by local counsel. 

Sec. 82. (a) The Secretary is authorized and directed to appoint in each county 
or area in which activities are carried on under this Act, a county committee com- 
posed of three individuals residing in the county or area, at least two of whom 
at the time of appointment shall be farmers deriving the principal part of their 
income from farming. Committee appointments shall be for a term of three years 
except that the first appointments for any new committee shall be for one-, two-, 
and three-year periods, respectively, so as to provide continuity for committee 
membership. The Secretary may appoint an alternate for each committee mem- 
ber. The members of the committee and their alternates shall be removable for 
eause by the Secretary. 

(b) The rates of compensation, the number of days per month each member 
may be paid, and the amount to be allowed for necessary travel and subsistence 
expenses, Shall be determined and paid by the Secretary. The members and 
alternate members shall be excluded from any statistical report on numbers of 
employees. 

(c) The committee shall meet on the call of the chairman elected by the com- 
mittee or on the call of such other persons as the Secretary may designate. 

(d) The committee shall, with the assistance of appraisals made by compe- 
tent appraisers under rules established by the Secretary, recommend the fair and 
reasonable value of farms based on the normal value and when required, the 
value of other security property. The committee shall perform such additional 
duties as the Secretary may require. 

Sec. 33. In connection with loans made or insured under this Act, the Secretary 
shall require 

(a) the applicant to certify in writing that the applicant is unable to ob- 
tain sufficient credit elsewhere to finance his actual needs at rates and terms 
prevailing in or near his community. 

(b) except for loans under section 5, the county committee to certify in 
writing that the applicant meets the eligibility requirements for the loan and 
has the character, industry, and ability to carry out the proposed farming 
operations, and will, in the opinion of the committee, honestly endeavor to 
carry out his undertakings and obligations; and for loans under section 5, 
the Secretary shall require the recommendation of the county committee 
as to the making or insuring of the loan. 

(c) an agreement by the borrower that if at any time it shall appear to 
the Secretary that the borrower may be able to obtain a loan from a produc- 
tion credit association, a Federal land bank, or other responsible cooperative 
or private credit source, at reasonable rates and terms for loans for similar 
purposes and periods of time prevailing in the area, the borrower will, upon 
request by the Secretary, apply for and accept such loan in sufficient amount 
to repay the Secretary or the insured lender, or both, and to pay for any 
stock necessary to be purchased in a cooperative lending agency in connection 
with such loan; and 

(d) such provision for supervision of the borrower’s operations as the 
Secretary shall deem necessary to achieve the objectives of the loan and pro- 
tect the interests of the United States. 

Sec. 34. All property subject to a lien held by the United States or the title to 
which is acquired or held by the Secretary under this Act other than property 
used for administrative purposes, shall be subject to taxation by State, Territory, 
district, and local political subdivisions in the same manner and to the same 
extent as other property is taxed: Provided, however, That no tax which is 
based on 

(1) the ad valorem value of any notes or mortgages or other lien instru- 
ments held by or transferred to the Secretary ; 

(2) any notes or lien instruments administered under this Act which are 
made, assigned, or held by a person otherwise liable for such tax; or 

(3) the ad valorem value of any property conveyed or transferred to 
the Secretary, whether as a tax on the instrument, the privilege of con- 
veying or transferring or the recordation thereof shall be imposed or col- 
lected on or with respect to such instrument; nor shall the failure to pay 
or collect any such tax be a ground for refusal to record or file such 
instruments, or for failure to impart notice, or prevent the enforcement of 
its provisions in any State or Federal court. 
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Seo. 35. (a) The Secretary is authorized and empowered to make advances, 
without regard to any loan or total indebtedness limitation, to preserve and 
protect the security for or the lien or priority of the lien securing any loan 
or other indebtedness owing to, insured by, or acquired by the Secretary under 
this Act or under any other programs administered by the Farmers Home 
Administration ; to bid for and purchase at any execution, foreclosure, or other 
sale or otherwise to acquire property upon which the United States has a lien 
by reason of a judgment or execution arising from, or which is pledged, mort- 
gaged, conveyed, attached, or levied upon to secure the payment of, any such 
indebtedness whether or not such property is subject to other liens; to accept 
title to any property so purchased or acquired; and to sell, manage, or other- 
wise dispose of such property as hereinafter provided. 

(b) Real property administered under the provisions of this Act may be 
operated by the Secretary for a period not in excess of one year from the date 
of acquisition or may be leased for such period or periods as the Secretary 
may deem necessary to protect the Government’s investment therein. 

(c) The Secretary may determine whether real property administered under 
this Act is suitable for disposition for purposes consistent with section 3 of 
this Act to persons eligible for assistance under title I of this Act. Any prop- 
erty which the Secretary determines to be suitable for such purposes shall, 
whenever practicable, be sold by the Secretary as expeditiously as possible 
to such eligible persons in a manner consistent with the provisions of title I 
hereof. Real property which is not determined suitable for sale to such eligible 
persons, or which has not been purchased by such persons within a period of 
three years from the date of acquisition, shall be sold by the Secretary at 
public or private sale at the best price obtainable after public notice for cash 
or on secured credit without regard to the laws governing the disposition of 
excess or surplus property of the United States. The terms of such sale shall 
require an initial downpayment of at least 20 per centum and the remainder 
of the sales price payable in not more than five annual installments with inter- 
est on unpaid balances at 5 per centum per annum. Any conveyances under 
this Act shall include all of the interest of the United States, including mineral 
rights. 

(d) With respect to any real property administered under this Act, the 
Secretary is authorized to grant or sell easements or rights-of-way for roads, 
utilities, and other appurtenances not inconsistent with the public interest. 
With respect to any rights-of-way over land on which the United States has a 
lien administered under this Act, the Secretary may release said lien upon 
payment to the United States of adequate consideration, and the interest of 
the United States arising under any such lien may be acquired for highway 
purposes by any State or county in condemnation proceedings under State law 
by service by certified mail upon the United States attorney for the district, 
the State director of the Farmers Home Administration for the State in which 
the farm is located, and the Attorney General of the United States: Provided, 
however, That the United States shall not be required to appear, answer, or 
respond to any notice or writ sooner than ninety days from the time such 
notice or writ is returnable or purports to be effective, and the taking or vest- 
ing of title to the interest of the United States shall not become final under 
any proceeding, order, or decree until adequate compensation and damages 
have been finally determined and paid to the United States or into the registry 
of the court. 

Src. 36. No officer, attorney, or other employee of the Secretary shall, di- 
rectly or indirectly, be the beneficiary of or receive any fee, commission, gift, 
or other consideration for or in connection with any transaction or business 
under this Act other than such salary, fee, or other compensation as he may 
receive as such officer, attorney, or employee. No member of a county com- 
mittee shall knowingly make or join in making any certification with respect 
to any land in which he or any person related to him within the third degree 
of consanguinity has or may acquire any interest. Any persons violating any 
provision of this section shall, upon conviction thereof, be punished by a fine 
of not more than $2,000 or imprisonment for not more than two years, or both. 

Sec. 37. The Secretary may provide credit counseling assistance to farmers 
and ranchers concerning agricultural credit. The Secretary may also provide 
voluntary debt adjustment assistance between farmers and their creditors and 
may cooperate with State, Territorial, and local agencies and committees en- 
gaged in such debt adjustment. 
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Sec. 38. (a) There is authorized to be appropriated to the Secretary such 
sums as the Congress may from time to time determine to be necessary to 
enable the Secretary to carry out the purposes of this Act and for the admin- 
istration of assets transferred to the Farmers Home Administration. 

(b) The Secretary is authorized to make and issue notes to the Secretary 
of the Treasury for the purpose of obtaining funds in such amounts as the 
Congress may approve from time to time for making direct loans under this 
Act. Such notes shall be in such form and denominations and have such 
maturities and be subject to such terms and conditions as may be prescribed 
by the Secretary wth the approval of the Secretary of the Treasury. Such 
notes shall bear interest at a rate fixed by the Secretary of the Treasury, taking 
into consideration the current average market yields of outstanding marketable 
obligations of the United States having maturities comparable to loans made 
by the Secretary under this Act. The Secretary of the Treasury is authorized 
and directed to purchase any notes of the Secretary issued hereunder, and for 
that purpose the Secretary of the Treasury is authorized to use as a public debt 
transaction the proceeds from the sale of any securities issued under the 
Second Liberty Bond Act, as amended, and the purposes for which such securities 
may be issued under such Act, as amended, are extended to include the purchase 
of notes issued by the Secretary. All redemptions, purchases, and sales by the 
Secretary of the Treasury of such notes shall be treated as public debt trans- 
actions of the United States. 

(c) There is hereby established in the Treasury of the United States a 
revolving fund known as the “Farmers Home Administration Revolving Fund” 
(hereinafter in this section called the “revolving fund”). The provisions of 
this subsection shall not apply to the Agricultural Credit Insurance Fund or 
the Emergency Credit Revolving Fund, the assets and liabilities thereof, or the 
Secretary's authority with respect thereto. 

There are hereby transferred to the revolving fund the unexpended balances 
of any appropriation, the sums heretofore borrowed, and the claims, notes, mort- 
gages, property, and receipts acquired and now held by the Secretary, including 
any claims, notes, mortgages, or property held by the Secretary on behalf of 
the Secretary of the Treasury which were made, arose, collected, or are being 
administered under this Act or under the following Acts or parts thereof 
(hereinafter in this section referred to as “said Acts’’): (1) titles I, II, and IV 
of the Bankhead-Jones Farm Tenant Act, as amended, including any amounts 
transferred from collections for loan insurance charges or other charges for 
administrative expenses; (2) the Farmers Home Administration Act of 1946, 
as amended, excluding the assets of the State rural rehabilitation corporations 
but including any sums received from the accounts of said corporations for 
administrative expenses; (3) the Act of August 28, 1937, as amended, including 
any amounts transferred from collections for loan insurance charges or other 
charges for administrative expenses; (4) title V of the Housing Act of 1949, 
as amended; (5) the item “Loans to farmers—1948 flood damage” in the Act 
of June 25, 1948 (62 Stat. 1038); (6) the item “Loans to farmers—property 
damage” in the Act of May 24, 1949 (63 Stat. 82); (7) the sales and develop- 
ment accounts in the Water Conservation and Utilization projects (53 Stat. 
685, 719, as amended and supplemented by 16 U.S.C. 590y, zl-10); (8) the Act 
of September 6, 1950; and (9) the Act of July 11, 1956. 

There shall be deposited in the revolving fund all appropriations hereafter 
made, any sums borrowed under existing or future authorizations for the pur- 
poses of said Acts or this Act, all notes, mortgages, claims and property here- 
after acquired and held by the Secretary, the proceeds from the use and sale 
of any such property, all collections of principal and interest and any other 
receipts under said Acts or under this Act. 

The notes of the Secretary issued to the Secretary of the Treasury under 
said Acts or this Act and all other liabilities against the appropriations or 
assets transferred to or deposited in the revolving fund shall be liabilities of 
the revolving fund and all other obligations against such appropriations or 
assets Shall be obligations of the revolving fund. 

The unexpended balances of any appropriation or authorizations transferred 
to and ail sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed 
the total unobligated balances of the sums appropriated or made available for 
loans under title I of the Bankhead-Jones Farm Tenant Act, title V of the 
Housing Act of 1949, and the Act of August 28, 1937, for loans under title II 
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of this Act not to exceed the unobligated balances of sums appropriated or 
made available for loans under title II of the Bankhead-Jones Farm Tenant 
Act, and for administrative expenses under this Act not to exceed the appro- 
priation for administrative expense, for the fiscal year current when this Act 
becomes effective; (2) for the purposes of this Act in such further annual 
amounts as Congress in appropriation Acts may from time to time determine; 
and (3) for repayments on notes issued by the Secretary to the Secretary of 
the Treasury: Provided, however, That collections on sales and development 
accounts in water conservation and utilization projects shall be transferred to 
and deposited in miscellaneous receipts of the Treasury. Subject to the fore- 
going limitations, collections deposited in the fund may be utilized in lieu of 
or partially in lieu of, issuing additional notes to the Secretary of the Treasury 
under said Acts or under this Act. 

Sec. 39. The Secretary is authorized to make such rules and regulations 
prescribe the terms and conditions for making or insuring loans, security instru- 
ments and agreements, except as otherwise specified herein, and make such 
delegations of authority as he deems necessary to carry out this Act. 

Sec. 40. (a) References to any provisions of the Bankhead-Jones Farm ‘Penant 
Act, title V of the Housing Act of 1949 or the Act of August 28, 1937 superseded 
by any provisions of this Act shall be construed as referring to the appropriate 
provision of this Act. Titles I, Il, and IV of the Bankhead-Jones Farm Tenant 
Act, as amended, except section 44 of said Act as originally enacted which is 
hereby repealed and reenacted as the last sentence of section 32(c) of title 
III of said Act, and the Act of August 28, 1937, as amended, title V of the 
Housing Act of 1949, as amended, except the first sentence of section 511 thereof, 
the Act of April 6, 1949, as amended, and the Act of August 31, 1954, as amended, 
are hereby repealed effective June 30, 1960, or such earlier date as the provisions 
of this Act are made effective by the Secretary’s regulations. 

(b) The repeal of any provision of law by this Act shall not— 

(1) affect the validity of any action taken or obligation entered into 
pursuant to the authority of any of said Acts, or 

(2) prejudice the application of any person with respect to receiving as- 
sistance under the provisions of this Act, solely because such person is 
obligated to the Secretary under authorization contained in any such re- 
pealed provision. 

(ce) If any provision of this Act or the application thereof to any person or 
circumstance is held invalid, the remainder of the Act and the application of such 
provision to other persons or circumstances shall not be affected thereby. 


SEPTEMBER 2, 1959. 
Hon. Haroup D. CooL_ey, 
Chairman, Committee on Agriculture. 

DEAR CONGRESSMAN CooLey: This will reply to your request of June 22 for 
a report on H.R. 7628, a bill to simplify, consolidate, and improve the authority 
of the Secretary of Agriculture with respect to loans to farmers and ranchers, 
and for other purposes. 

There is a need to simplify the operations of the Farmers Home Administra- 
tion which have become unduly complicated by the many statutory authorities 
under which it operates. The Department, therefore, recommends favorable 
action on this bill. 

Title I of the bill would replace the authority for farm purchase and im- 
provement loans now being made and insured under title I of the Bankhead- 
Jones Farm Tenant Act, soil and water conservation loans made under the act 
of August 28, 1937, and loans for the construction and repair of farm dwellings 
and service buildings under title V of the Housing Act of 1949. Title Il would 
authorize loans for operating purposes on essentially the same basis as such 
loans are now made under title II of the Bankhead-Jones Farm Tenant Act. 
Title III of the bill is designed to replace existing emergency lending authority 
now found primarily in Public Law 88, 81st Congress. 

Consolidation of most of the real estate lending activity of the Farmers Home 
Administration into one title would materially simplify the administration of 
this phase of our lending program. All regular real estate loans would be limited 
to farms that are not larger than family-type and could not result in a debt 
against the farm exceeding 90 percent of the fair and reasonable value of the 
farm as certified by the county committee. At present, this 90 percent limita- 
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tion is applicable only to insured loans made under title I of the Bankhead- 
Jones Farm Tenant Act and to loans made under the Water Facilities Act of 
1937, as amended. A maximum $50,000 principal indebtedness limitation would 
be applicable to all loans made to individuals under title I. The county average 
value limitation currently applicable in connection with land purchase loans 
would be eliminated. 

Soil and water conservation loans to associations for water development, use, 
conservation, and drainage purposes would be continued; however, the loan 
limit would be increased from $250,000 to $300,000. This $50,000 increase is 
only slightly greater than the amount that would be needed to compensate for 
the increase in labor and material costs since a $250,000 limit was established 
in 1954. 

Title II of H.R. 7628 establishes eligibility requirements for operating loans 
identical to those applicable to individual real estate loans under title I with 
the exception that operating loans may be made to both tenants and owner- 
operators. Basically, the authorities are the same-‘as those currently in title 
Il of the Bankhead-Jones Farm Tenant Act; however, the total indebtedness 
limitation has been increased from $20,000 to $30,000 and includes a provision 
that not more than one-fourth of the annual appropriation may be used to make 
loans which would increase the indebtedness of borrowers above $10,000. 

Under title III the Secretary would be authorized to make emergency loans 
in any area which he designates as one in which a general need for agricultural 
credit exists which cannot be met by other credit sources and the shortage of 
credit is caused by a natural disaster or severe production losses. Existing laws 
provide separate rules for determination of areas in which emergency loans can 
be made. Emergency loans would be available only to established farmers and 
ranchers who are citizene and to private corporations and partnerships engaged 
primarily in farming or rarching. They must have the experience and re- 
sources necessary to assure reasonable success and be unable to obtain credit 
elsewhere. Emergency loans would be autherized for all purposes specified in the 
bill for real estate loans under title I and operating loans under title IJ. The 
interest rate would be the same as the then current rate for regular loans for 
the same purposes, but not more than 5 percent. The bill provides for a mayi- 
mum principal indebtedness limitation to any one borrower of $50,000. There 
is no monetary limitation applicable to production emesgency loans under exist- 
ing authority. The disaster loan revolving fund created by section 84 of the 
Farm Credit Act of 1933 would remain intact and would be renamed “the emerg- 
ency credit Revolving Fund.” 

Title IV of the bill is addressed primarily to administrative powers and func- 
tions. Title IV would simplify the servicing of existing loans and the general 
administration of the lending activities of the Farmers Home Administration. 
This title also provides for the establishment of a Treasury account designated 
as “the Farmers Home Administration revolving fund,” to which would be trans- 
ferred the existing assets and liabilities of the current loan programs and in 
which collections and other receipts would be deposited. Loans could be made 
and expenses paid from the revolving fund only in such amounts as may be 
authorized in annual appropriation acts, thus preserving full congressional 
control of obligations from the fund through the annual appropriation process. 
Repayments to the Secretary of the Treasury on notes issued by the Secretary of 
Agriculture would also be made from the fund. The purpose of the revolving 
fund would be to permit the establishment of a net expenditure budget for each 
year which would reflect receipts from collections on loans as offsets against 
disbursements for loans and administrative expenses. Excluded from the opera- 
tion for budgetary reasons would be the proposed emergency credit revolving 
fund and the proposed agricultural credit insurance fund provided for by this 
bill as a substitute for the existing farm tenant-mortgage insurance fund. The 
proposed Farmers Home Administration revolving fund would operate in the 
same manner as the revolving fund proposed by the Department in a letter 
dated January 28, 1959. The latter proposal has been introduced by you as 
H.R. 5742. 

The bill preserves the use of county committees in the administrative organiza- 
tion. The committee membership is the same as now provided, but the statutory 
per diem rate has been eliminated from the bill. 

Most of the legislative authorities for the present Farmers Home Administra- 
tion program would be repealed, except the amendment to title V of the Housing 
Act of 1949 authorizing $450 million for farm housing loans for the 5-year period 
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terminating June 30, 1961. All of the repeals would be effective June 30, 1960 
or such earlier date as the Secretary might by regulation make provisions of the 
bill effective. 

The Bankhead-Jones Farm Tenant Act, as amended, now authorizes the invest- 
ment of surplus funds of the farm tenant-mortgage insurance fund in direct obli- 
gations of the United States. The Department recommends, therefore, that 
section 8(b) of H.R. 7628 be amended to provide for a continuation of this 
authorization with respect to the agricultural credit insurance fund by inserting 
at the end of the first sentence thereof the following: “or invested in direct 
obligations of the United States or obligations guaranteed as to principal and 
interest by the United States.” 

The Department suggests the following changes in the bill: 

The continuing provisions contained in section 38(c) should be clarified, 
particularly with respect to the availability of loan funds heretofore authorized 
under title V of the Housing Act of 1949, as amended. It is suggested that a 
portion of the 5th paragraph of section 38(c), starting on line 4, page 28, and 
ending on line 17, page 28, be revised to read as follows: 

“The unexpended balances of any appropriation or authorizations transferred 
to and all sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed the 
total unobligated balances of the sums appropriated or made available for loans 
under title I of the Bankhead-Jones Farm Tenant Act, the Act of August 28, 
1937, and not to exceed the amount apportioned by the Bureau of the Budget for 
loans under title V of the Housing Act of 1949, as amended, for the fiscal years 
1960 and 1961, for loans under title II of this Act not to exceed the unobligated 
balances of sums appropriated or made available for loans under title II of the 
Bankhead-Jones Farm Tenant Act, and for administrative expenses under this 
Act not to exceed existing appropriations for administrative expense when this 
Act becomes effective; (2) forthe purposes * * *”. 

It is suggested that a portion of Section 40(a), beginning on line 20 and end- 
ing on line 24 of page 29 be revised to read as follows: 

“* * * except the authorization contained in section 511 thereof and the Act 
of April 6, 1949, as amended, are hereby repealed effective June 30, 1960, or such 
earlier date as the provisions of this Act are made effective by the Secretary’s 
regulations.” 

These revisions would make it clear that the substantial balance remaining in 
the authorization to borrow from the Treasury for farm housing loans during 
the 5-year period 1957-61 under the authority of title V of the Housing Act of 
1949, as amended, would not be available beyond the fiscal year 1961 as now 
authorized. Also, this change would make it clear that the amount of funds from 
this source in fiscal years 1960 and 1961 for loans under title I of H.R. 7628 
would be limited to the amount approved for apportionment under the regular 
apportionment procedures. Reference to the act of August 31, 1954, has been 
eliminated since this act expired on June 30, 1959. 

Also it is suggested that the words “interest on and” be inserted below the 
word “repayments” on line 19, page 28, of the bill. This change would make it 
clear that interest payments as well as principal repayments on notes to the 
Secretary of the Treasury could be made from the revolving fund. 

The Bureau of the Budget advises that enactment of this proposed legislation 
would be in accord with the program of the President. 


Sincerely yours, 
E. T. Benson, Secretary. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 6, 1959. 
Hon. Haroip D. Coo.ry, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear Mr. CHAIRMAN: Your letter of June 23, 1959, acknowledged June 25, 
requests a report on H.R. 7628. 

The first three titles of the proposed bill are designed primarily to simplify 
the operations of the Farmers Home Administration (FHA) by consolidating 
many statutory authorities under which it operates. The fourth title of the 
bill would simplify the servicing of certain loans and administration of the 
lending activities. 
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Title I of the bill would replace the authority for farm purchase and improve- 
ment loans now being made and insured under title I of the Bankhead-Jones 
Farm Tenant Act, as amended, 7 U.S.C. 1001 et seq., soil and water conservation 
loans made under the act of August 28, 1937, 50 Stat. 869, as amended, 16 U.S.C. 
590r et seq., and loans for the construction and repair of farm dwellings and serv- 
ice buildings under title V of the Housing Act of 1959, as amended, 42 U.S.C. 1471 
: ees report of the audit of FHA for fiscal year ended June 30, 1955 (B-— 
114873), we stated that the administrative expenses borne by FHA under the 
insured programs are larger than the expenses would be for a comparable 
yolume of direct loans. Under the insured loan program FHA handles all de- 
tails of making the loans, processing applications, supervising borrowers’ opera- 
tions, and servicing the accounts. Additional expenses include the cost of locat- 
ing the funds, of handling the transactions through private lenders, and of 
purchasing and refinancing loans acquired at the request of lenders. FHA pur- 
chased approximately 8.4 million dollars of farm ownership insured loans from 
lenders in fiscal year 1957. We suggest that to the extent that the lenders re- 
quest FHA to purchase the loans, the necessity for Treasury financing of the 
joan program will not have been avoided but merely deferred until the initial 
period for holding loans has expired. The proposed bill would not change the 
procedures for conducting the insured loans programs. 

Title II would authorize operating loans on essentially the same basis as such 
loans are now made under title II of the Bankhead-Jones Farm Tenant Act, as 
amended, 7 U.S.C. 1007 et seq. 

Title III of the bill authorizes the Secretary of Agriculture to make emer- 
gency loans for any of the purposes authorized under titles I or II thereof, 
from the revolving fund created by section 84 of the Farm Credit Act of 1933, 
as amended, 12 U.S.C. 1148a, the fund to be hereafter referred to as the ‘‘emer- 
gency credit revolving fund.” 

In our report on the audit of FHA for the fiscal year ended June 30, 1955 
(B-114873), we recommended that legislation be proposed to the Congress to 
consolidate and simplify emergency loan authorities in accordance with the 
minimum needs of the Nation’s agricultural industries. The provisions of title 
III would accomplish the objective of our recommendation. 

Title IV would simplify the servicing of existing loans and the general ad- 
ministration of the lending activities of the Farmers’ Home Administration. 
This title also provides for the establishment of the Farmers Home Administra- 
tion revolving fund, to which the existing assets and liabilities of the current 
loan programs would be transferred and in which collections and other receipts 
would be deposited. 

The use of the proposed revolving fund will facilitate placing the annual 
budget estimates of Farmers Home Administration on a net expenditure basis. 
While we agree with the desirability of placing these annual budget estimates 
on a net expenditure basis, the use of a revolving fund is not the only method 
of accomplishing this result. We believe that, irrespective of the method of 
financing adopted, the content and presentation of the financial data can and 
should be responsive to the needs of their respective users in the agencies, the 
Treasury Department, the Bureau of the Budget, and the Congress. 

The financing of programs by revolving funds rather than by the usual ap- 
propriation procedure generally tends to dilute congressional control over such 
programs. The normal revolving fund as defined in our regulations (2 GAO 
1235.30b and 7 GAO 1020.75), and in section 21 of Bureau of the Budget Circu- 
lar No. A-34, are based on the concept that a revolving fund does not require 
annual congressional authorization. However, it appears that the revolving 
fund proposed in the bill deviates substantially from the normal revolving fund 
in that the language used in section 38(c) of the bill has the effect of reserving 
congressional control over the program activities through the annual appropria- 
tion processes. In view thereof we offer no objection to favorable considera- 
tion of the bill. 

Sincerely yours, 
JOosEPH CAMPBELL, 
Comptroller General of the United States. 


The Cuarrman. We also have witnesses here from the Department 
to discuss the technical provisions of the bill. We will now hear 
from Senator Allott. We appreciate your coming before our com- 
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mittee. We will be glad to have you make your statement as you 
desire. : 


STATEMENT OF HON. GORDON ALLOTT, A U.S. SENATOR FROM THE 
STATE OF COLORADO 


Senator Atiorr. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 

I want to say that I have violated, in coming over here, a long- 
standing rule of mine, but I felt that this bill was so important that 
I wanted to appear here. 

[ appreciate deeply the opportunity to appear before your com- 
mittee and lend whatever assistance I can to an understanding and 
eventual approval of the bill, H.R. 7628, which you and I introduced 
in the House and in the Senate, where it is known as S. 2144. As 
you well know, the need for such legislation is clear; the assistance 
it would lend to qualified farm and ranch families cannot be brought 
to them soon enough. 

Briefly, the present national farm credit laws are woefully out- 
moded. Their machinery, under its own weight, functions most 
cumbersomely. The present act had its foundation back in 1933 with 
the old Bankhead-Jones Act. Since that time, it has been amended 
some 30 times. As a result, we now have a crazy-quilt patchwork of 
laws relating to this type of lending activity. Actual field opera- 
tions of the Farmers Home Administration, charged with the fune- 
tion of the act, are in danger of becoming entirely bogged down in 
redtape. 

As an example of this, I can recall that several years ago, during 
the drought situation in Colorado, farmers were lined up for a block 
and a half outside FHA offices waiting to get credit. Why? Because 
the procedures are so complex from these amendments and reamend- 
ments, regulations and reregulations, that the working officials could 
not handle the workload. As a matter of fact, there are 1,200 pages 
of regulations just interpreting these laws. 

And I would like to interpolate here, Mr. Chairman, that one of 
the real reasons for my great interest in this is that asa young lawyer, 
22 years of age, I moved to a farming community, Lamar, Colo., in 
1930, and there, through the Dust Bowl and the depression of the 
thirties, and then again through the great drought of the early 
fifties, in that area I saw the havoe that drought and wind and ero- 
sion can work upon farmers, completely outside of any power they 
have to control. I have lived with these people, and my heart goes 
out to them. I believe most of them would rather get out on their 
own than have the Government get them out. 

All our bill is attempting to, Mr. ( ‘hairman, is simplify and mod- 
ernize the law without changing its basic principles. Moreover, I 
have high hopes that this bill will enable the Department of Agri- 
culture to have substantial amounts of the taxpayers’ money. At 
the very least, it will not cost anything to provide for the more simple 
and efficient program in the Farmers Home Administration. My bill 
woutd make it possible for the Farmers Home Administration to sim- 
plify their program and gear it more realistically to the legitimate 
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credit needs of those of the Nation’s farmers who are unable to ob- 
tain adequate credit from private financial institutions. 

In the recent drought in my area of the country, it was not unusual 
for a farmer or a stockman in financial distress to wait 60 or 90 days 
for a decision on his application for emergency assistance. This is 
wrong and there is no need for it. These decisions must be made at 
the local level and we in Congress must make it possible for such 
decisions to be made intelligently and promptly. 

This bill recognizes the four essentials of a good agricultural 
program. 

First, the program must be permanent. The specter of lack of 
credit from crop failure, drought, or difficult economic conditions, 
hangs like a black cloud over the farmer, as much as any fear which 
can possess him. 

Second, it must be plain and simple. The Department of Agricul- 
ture itself from time to time has difficulty in applying the various 
overlapping statutes. How much more difficult it is for the local com- 
mitteemen who devote only part time to their duties and who are 
not Philadelphia lawyers, but simply hard-working, honest, conscien- 
tious committeemen trying to do a job. When a ‘farmer comes into 
the Farmers Home Administration office and is confronted with an 
employee having difficulty in interpreting Government regulations, it 
is only natural that the situation will plant disgust, unrest, and dis- 
satisfaction in his mind. It is no wonder that a “simplified version of 
these agricultural laws has been not only sought after, but has been 
labeled the “People’s Bill.” 

In order for a farmer to qualify completely for some type of loan 
he would have had to have made as many as six different applications 
to the local FHA board, according to my last investigation. 

Third, it must be prompt. We all know that most farmers and 
stockmen can anticipate most of their needs for credit sometime in 
advance, but the 30 or 60 or 90 days from the time a farmer or stock- 
man has been informed his banker or credit institution cannot carry 
him further can pass at a terrifyingly fast pace, when the only alter- 
natives in sight are foreclosure or credit from the Government. 

Fourth, and lastly, it must be designed to serve the needs of the 
farmer. A farmer or rancher who is unable to secure financing neces- 
sary to his agricultural operation does not want to be told to choose 
between various types of loans available under existing law for land 
purchase, for land development, for farm housing and other build- 
ings, for soil and water conservation facilities and practices and for 
drainage, and for refinancing, all of which are now to be secured by 
the farmer’s land, or for farm operating and subsistence expenses, but 
each of which is subject to different eligibility requirements, terms, 
and limitations. Nor, in emergency situations, is the farmer or 
rancher interested in whether the area is declared by the President 
as a major disaster area or by the Sisiens of Agriculture as a pro- 
duction disaster area or an area of economic emergency, conditions 
which under existing law control the availability and terms and con- 
ditions of emergency credit. The farmer or rancher who needs this 
type of credit wants to know how much money he can borrow for his 
overall operations, considering his resources and repayment ability. 
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This is the approach he would take in applying to any responsible 
lending institution if his resources were adequate for conventional or 
cooperative credit, and it is the way his problems would be handled by 
the Farmers Home Administration under this bill. 

I pay tribute to the committeemen and county supervisors, Farmers 
Home Administration, who have done a very great job during the try- 
ing years of drought and flood throughout this country. But we have 
made this job unnecessarily difficult for them and we ‘should correct 
that situation in the interest of our farmers. 

I might say, Mr. Chairman, when I recognize the situation that 
existed “early in the fifties I visited dozens of these groups, and I 
found that the county boards were hopelessly lost in a maze of regu- 
lations and cross- regulations which left them unable to cope with 
the job they had to do. 

I understand that counsel for this committee, with the assistance of 
the Office of General Counsel of the Department, has prepared a de- 
tailed comparison of the bill and existing law. I should like to leave 
with the committee a more gener: alized section- by-section analysis. 
This was prepared last year w ‘ith the ver y able assistance of the Office 
of General Counsel, particularly Howard Campbell. If this bill is 
enacted, as I sincerely hope, I believe the farm and ranch families of 
this country will join in thanking Howard Campbell and Fred 
Mynatt, the Assistant General ( ‘ounsel, for their diligence and gen- 
erous help in detailing this bill. And I must add my own thanks to 
them for their help. 

At this point, I would offer to answer questions were it not for the 
fact that the chairman of this committee, Mr. Cooley; the chairman 
of the subcommittee, Mr. Poage; the ranking minority member of 
the subcommittee, Mr. McIntire, and committee counsel, John Heim- 
burger, rank among the foremost experts in the Nation on farm credit. 

The CuarrMan. “Thank you very much, Senator Allott. 

Senator Atrorr. I mean that.” It would be presumptuous of me 
to do other than to retire quietly to the other side of the dome with 
just one closing thought: The bill is, I sincerely believe, well con- 
ceived and, in its present form, capable of accomplishing our goal of 
simplifying, modernizing, and codifying our farm credit authority 
and operation. Enactment of this bill promotes not only the best in- 
terests of our farm community but the cause of good government. 

I ask, Mr. Chairman, that the general section-by-section analysis 
which I have prepared be placed in the record at the conclusion of 
my remarks. 

The Cuarrman. It will be made a part of the record at this point. 

(The document referred to follows :) 


COMPARISON OF A BILL To SIMPLIFY, CONSOLIDATE, AND IMPROVE THE AUTHORITY 
OF THE SECRETARY OF AGRICULTURE WITH ReEsPECT TO LOANS TO FARMERS AND 
RANCHERS, AND FOR OTHER PURPOSES, WITH PROVISIONS OF ExISTING LAW 


The objective of this legislative proposal is, as indicated by the short title, 
“Consolidated Farmers Home Administration Act of 1959.” to simplify and con- 
solidate legislative authority for the Secretary of Agriculture to make and insure 
loans to farmers and ranchers. 

Title I of the bill is designed to replace the authority for loans now being made 
and insured under title I of the Bankhead-Jones Farm Tenant Act for the pur- 
chase and improvement of farms, under the act of August 28, 1937, for soil and 
water conservation utilization and drainage and these being made by the Sec- 
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retary under title V of the Housing Act of 1949 for the construction or repair 
of farm dwellings and other farm buildings. 

Title II would authorize loans for operating purposes, including those soil 
and water conservation purposes which can be secured by chattel mortgages, 
in much the same manner as such loans are now made under title II of the 
Bankhead-Jones Farm Tenant Act. 

Title I1I of the bill is designed to replace the existing emergency lending au- 
thority now found in Public Law 38, 81st Congress, and Public Law 27, 83d 
Congress. 

Title IV of the bill is addressed to administrative organization, powers, and 
functions, including county committees and their certifications, and other loan 
making and security servicing authority. This title also provides for the es- 
tablishment of a Treasury account designated “Farmers Home Administration 
Revolving Fund,” to which would be transferred the existing assets and liabili- 
ties of the current loan programs and in which collections and other receipts 
would be deposited. Loans would be made and expenses paid under this bill 
from that fund in such amounts as the Congress determines from time to time 
in annual appropriation acts. Repayments to the Secretary of the Treasury 
on notes issued by the Secretary of Agriculture would also be made from the 
fund. These provisions are essentially a budget control device rather than a 
true revolving fund. 

TITLE I—REAL ESTATE LOANS 


Section 2 of the bill deals with eligibility of applicants for real estate loans. 
They (1) must be citizens of the United States, (2) have farm background and 
recent experience sufficient to assure prospects of success, (3) are or will be- 
come the owner-operators of not larger than family-type farms, and (4) are 
unable to obtain sufficient credit elsewhere to finance their needs at rates and 
terms prevailing in the community. Clause (1) above is the same requirement 
of citizenship found in section 1(b)(1) of the Bankhead-Jones Farm Tenant 
Act, 7 U.S.C. 1001. There is no similar requirement in title V of the Housing Act 
or the act of August 28, 1937. Clause (2) compares with the provisions of 
title I of the Bankhead-Jones Farm Tenant Act found in sections 1(b)(1) and 
(2) and section 1(c). No parallel statutory requirement of background and 
experience exists in title V of the Housing Act or the act of August 28, 1937. 
The requirement in clause (3) of the ownership of not larger than a family- 
type farm reaches the same persons as title I of the Bankhead-Jones Farm Tenant 
Act, except those covered by the so-called Stennis amendment found in section 
1(¢e)(3) (7 U.S.C. 1001(¢)). That provision authorizes the insurance of loans 
not exceeding $15,000 each in connection with construction or improvement 
of buildings on farms, the operation of which requires no more than three farm 
families. Title V of the Housing Act sets only a minimum floor for the size of 
farms which, to be eligible for a farm housing loan, must be capable of produc- 
ing agricultural commodities of a gross value of $400 translated to 044 prices. 
Both farm housing loans and soil and water loans may be made under existing 
authority to larger than family-type farms. 

Clause (4) limiting eligibility to those persons who cannot secure credit else- 
where compares with, but is somewhat broader than, provisions found in section 
2(b) of the Bankhead-Jones Farm Tenant Act, 7 U.S.C. 1002, and with clause 
(3) of section 501(c) of the Housing Act of 1949. No such statutory limitation 
exists in the act of August 28, 1937, but a similar limitation has been prescribed 
by regulation. 

Section 3 would form the basis for a single type of real estate loan for acquir- 
ing or enlarging farms or improving farm buildings, land and water develop- 
ment, use and conservation, or for refinancing existing indebtedness. The au- 
thority for loans to acquire, repair, or improve family-size farms and incidental 
refinancing and for improvements needed to adjust farming operations to chang- 
ing conditions is now found in section 1(a) of the Bankhead-Jones Farm Tenant 
Act, 7 U.S.C. 1001. Section 1(c) of that act authorizes loans to the owner-opera- 
tors of less than family-type units to repair or improve such units and to re- 
finance indebtedness incurred for agricultural purposes. Section 1(c) (3), 
as mentioned above, authorizes only the insurance of loans on some larger farms 
and only for limited farm dwellings and other buildings. Section 17 of that 
act now authorizes until June 30, 1959, the insurance of an aggregate of $50 
million per year in loans solely for refinancing debts of owners of not larger than 
family-size farms. Section 501(a) of the Housing Act of 1949 (42 U.S.C. 
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1471(a)) authorized loans to construct, improve, alter, repair, or replace farm 
dwelling and other farm buildings necessary to provide the owners and their 
tenants and laborers with decent, safe, and sanitary living conditions, and ade- 
quate farm buildings. 

Section 503 of the Housing Act (42 U.S.C. 1473) provides that, with respect 
to farms which are not presently economic units but which can be made go 
within 5 years, the Secretary may agree to make a noncash credit on the first 
five installments on the loan to the extent that actual income from the farm is 
less than the annual installment on the loan. Section 504(b) (42 U.S.C. 1474(b) ) 
authorizes loans for farm enlargement or development necessary to support de 
cent, safe, and sanitary housing and other farm buildings. Section 504(a) (42 
U.S.C. 1474(a)) authorizes grants and combinations of loans and grants for the 
purposes of making farm dwellings safe and sanitary and to remove hazards to 
the health of the occupant, his family, or the community. 

Only direct loans may be made under the Housing Act, whereas loans for 
farm dwellings and other buildings under title I of the Bankhead-Jones Farm 
Tenant Act may be made or insured. The same is true to loans under the act of 
August 28, 1937, for the purposes of improvement of farmland by soil and water 
conserving or rdainage facilities, structures or practices, improvement of the 
soil fertility, establishment of improved permanent pasture, sustaining yield 
afforestation or reforestation, or other erosion preventives and related measures 
determined by the Secretary. All existing authorities for loans for real estate 
acquisition and improvement are encompassed in the language of section 3 of the 
bill except loans under the Housing Act and the act of August 28, 1937, with 
respect to farms larger than family-type farms, with respect to nonoperator 
owners, and, in the case of soil and water loans, to nonowners. Some of this 
latter group might be serviced under the proposed provisions of title II of the 
bill. Authority for the noncash credit on section 503 loans and section 504 grants 
under the Housing Act would be dropped. Neither of these authorities have 
been used recently. 

Section 4 of the bill provides that no individual real estate loan would be made 
or insured which would cause the borrower’s indebtedness against the farm to 
exceed either 90 percent of the value determined by the Secretary and certified 
by the county committee, or $50,000, at any one time. Except for loans authorized 
under section 1(¢c) (3) of the Bankhead-Jones Farm Tenant Act ($15,000), that 
act does not now have a maximum loan or indebtedness limitation for real estate 
loans. In lieu of a dollar limit, those loans may not exceed the fair and reason- 
able value of the farm cer‘'fied by the county committee, less any prior lien 
indebtedness, and no loan can be made for the acquisition and enlargement of 
the farm which has a value of the average farm of efficient family-type farms in 
the community. These limitations are found in section 3(a) (7 U.S.C. 1003(a)). 

Section 504 of the Housing Act limits combination loans and grants thereunder 
to $1,000 and grants alone to $500. Section 8 of the act of August 28, 1937 (16 
U.S.C. 590x—1), limits loans to individuals to $25,000. 

Section 5 of the bill authorizes loans to associations for the purpose of pro- 
viding farmers and ranchers with facilities for soil and water conservation 
development, use, and drainage. These purposes include those which are now 
made to associations under the act of August 28, 1987. The ceiling at present 
is $250,000 total indebtedness as compared with the suggested $300,000 limit (16 
U.S.C. 590x-1). 

Section 6 covers the terms of real estate loans. The maximum repayment 
period suggested is 40 years, which is identical with the 40-year term provided 
in section 3(b)(1) of the Bankhead-Jones Farm Tenant Act (7 U.S.C. 1003(b) 
(1)). Existing loans under the Farm Housing Act have a maximum repayment 
period of 33 years (sec. 502(a), 42 U.S.C. 1472), and there is no statutory maxi- 
mum repayment period for soil and water loans (sec. 9, 16 U.S.C., 590x-2). The 
interest rate “not to exceed 5 percent plus such fees and charges as the Secre- 
tary may determine” compares with direct title I authorizations for interest 
not to exceed 5 percent (sec. 3(b) (a), 7 U.S.C. 1003). Under section 12, the base 
rate for insured loans under title I of the Bankhead-Jones Farm Tenant Act is 
4 percent with a 1 percent insurance charge added under section 12(e) and other 
fees authorized by section 12(d) (7 U.S.C. 1005(b)). Under a recent amend- 
ment, section 18 (7 U.S.C. 1006(e)), an interest rate of 5 percent is paid to the 
Secretary from which he deducts not less than 1 percent for insurance charge. 
Under section 18(b) other appraisal and delinquency charges are authorized. 
Under section 502 of the Housing Act (42 U.S.C. 1472), such loans may not ex- 
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ceed interest at the rate of 4 percent. Soil and water loans have no maxi- 
mum statutory rate (sec. 9, 16 U.S.C. 590x-2). 

Section 7 authorizes an aggregate of not more than $150 million insured loans 
in any year. Section 12(b) of the Bankhead-Jones Farm Tenant Act (7 U.S.C. 
1005(b)) limits insured loans to $125 million in any year, and the act of August 
28, 19387 (16 U.S.C. 590x-1), authorizes not more than $25 million insured loans 
per year. The section also preserves existing authority for the insurance of 
loans made by the Secretary when such loans are purchased by a lender 
other than the United States. This authority now exists in section 18 of the 
Bankhead-Jones Farm Tenant Act (7 U.S.C. 1006(e)), and in section 11 of the 
act of August 28, 1987 (16 U.S.C. 590x-—4). The incontestable clause in this 
section adopts the language of section 10(d) of the act of August 28, 1937 (16 
U.S.C. 590x-38), and preserves the substance of section 12(g) of the Bankhead- 
Jones Farm Tenant Act (7 U.S.C. 1005(g) ). 

Existing farm tenant mortgage fund is more appropriately named “The 
Agricultural Credit Insurance Fund” in the bill and is preserved as a revolving 
fund for the purpose of discharging obligations in insurance agreements under 
this bill and of loans and mortgages previously insured. The same fund is now 
used to insure soil and water loans under the provisions of sections 10(a) (3) and 
10(d) of the act of August 28, 1937 (16 U.S.C. 590x-3). The Secretary’s author- 
ity to borrow for authorized purposes of the fund is preserved, the only change 
being that such borrowings from the Treasury shall be at an interest rate fixed 
by the Secretary of the Treasury, taking into account the current average market 
yields of outstanding marketable obligations of the United States having maturi- 
ties comparable to the notes issued by the Secretary under the bill. Presently, 
the Secretary of the Treasury sets interest for such borrowings, taking into 
consideration the current average market yields of outstanding marketable 
obligations having maturities comparable to the loans made or insured by the 
Secretary of Agriculture. No change is made in the substance of section 8(d), 
and section S8(e) reserves the authority to use a portion of the insurance charge 
at least equal to one-half of 1 percent of the outstanding principal of an insurance 
charge and the remainder of the amount retained by the Secretary for adminis- 
trative expenses as now provided in section 18 of the Bankhead-Jones Farm 
Tenant Act (7 U.S.C. 1006(e)(3)). Section 8(f) preserves the recently enacted 
authority to make loans out of the insurance fund when there are reasonable 
assurances that such loans can be sold without undue delay and authorizes the 
sale and insurance of such loans. The aggregate of loans so made and not dis- 
posed of is raised in the bill from $5 to $10 million at any one time (7 U.S.C. 
1006 (e) (4) ). 

A new provision is inserted in section 8(f)(2) authorizing the use of the 
money in the insured fund to pay interest to the holder of an insured note ac- 
cruing between the date of prepayments by the borrowers and the date of trans- 
mittal of such prepayments to the holder. The purpose of this provision is to 
permit lenders to accrue interest on an annual basis without depriving the bor- 
rower of his prepayment privileges. The remaining provisions in section 10(f) 
are the same as present uses to which the fund may now be put, except for the 
added provision in clause (5) for the payment of expenses necessary to make 
fiscal adjustments in connection with the application and transmittal of col- 
lections. 

Originally the Bankhead-Jones Farm Tenant Act provided for the insurance 
of first mortgages only (sec. 12(a)). Because of servicing complications, sec- 
tion 16 was added in 1955, authorizing the insurance of loans and the taking as 
security for such loans first mortgages running to the Secretary. A year later. 
authority was given to take second mortgages (7 U.S.C. 1006 (c)). Section 10 
of the act of August 28, 1987, as added in 1954 (16 U.S.C. 590x-3), contains 
broad authority with respect to types of insurance and security for soil and 
water loans. Section 9 adopted existing Bankhead-Jones security provisions for 
individual real estate loans and requires liens and other security for association 
loans, in general language. 


TITLE Il—OPERATING LOANS 


Section 11 establishes eligibility requirements for operating loans identical 
with those applicable to individual real estate loans under title I, with the 
exception of the requirement of farmownership. Under title II of the Bank- 
head-Jones Farm Tenant Act, operators of less than family-type farms are 
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now eligible only if they have historically resided on farms and depended upon 
farm income for their livelihood and are conducting substantial farming opera- 
tions. Clause (2) of section 11 applies the “farm background and recent farming 
experience” to all operating loan applicants. The clause (4) relating to credit 
elsewhere compares the requirement in section 44(a) (3) of the Bankhead-Jones 
Farm Tenant Act (7 U.S.C. 1018). 

Section 12, containing loan purposes, is a rephrasing of the purposes stated in 
section 21(a) (7 U.S.C. 1007(a)) of the Bankhead-Jones Farm Tenant Act with 
the specific addition of financing land and water development (chattel security 
only) and for loan closing costs. 

Section 13 provides the same total indebtedness limitation as now provided 
by section 21(b) (7 U.S.C. 1007(b)) for the majority of operating loans, but 
permits not more than one-fourth of the annual appropriation to be used to make 
loans which might increase such indebtedness up to $30,000 instead of the present 
$20,000 limit. Indebtedness incurred by borrowers under this section of the bill 
and under section 21 of the Bankhead-Jones Farm Tenant Act would be com- 
bined in computing these limits. Clause (3) of this section imposes an addi- 
tional limit on the size of loans which shall not exceed the county committee 
certification, not now required by statute on operating loans. 

Loans under section 21 of the Bankhead-Jones Farm Tenant Act are at the 
interest rate of 5 percent as provided in section 44(b) (7 U.S.C. 1018(b)), 
Section 14 of the bill limits the interest rate not to exceed 5 percent. This 
section also provides the existing 7-year original term for operating loans and 
simplifies the provisions of section 21(d) (7 U.S.C. 1007(d)) by prohibiting 
any further loans to persons continuously indebted under this section and under 
section 21 of the Bankhead-Jones Farm Tenant Act for the immediate preced- 
ing 10 years. The present law provides for a continuous indebtedness period 
of 7 years, but in justifiable cases such indebtedness may be extended for an 
additional 3 years and during such period additional loans may be made. 


TITLE ITI-—EMERGENCY LOANS 


The provisions of section 21(a) of the bill authorize the designation by the 
Secretary of any area where there exists a general need for agricultural credit 
which cannot be met by available means, including loans under title I or II of 
the bill, if the need for such credit is due to natural disasters or severe produc- 
tion losses. Section 1(a)(1) and sections 1(a)(2), 2(a), 2(b), and 2(c) of 
Publie Law 38 (12 U.S.C. 1148a-1) provide separate rules for determination of 
areas in which emergency loans have been made or can now be made. Some 
rules are tied to past history, some to production disasters, some to economic 
disasters, some to major disasters determined by the President under Public 
Law 875 and others to specific conditions such as were the special livestock 
loans under section 2(c). In addition, temporary emergency loan authority 
in Public Law 727 (12 U.S.C. 1148a-1 note, expiring June 30, 1959) requires a 
finding only of a need for credit which cannot be met for temporary periods. 

Section 21(b) of the bill establishes eligibility requirements for emergency 
loans. They would be available only to established farmers and ranchers who 
are citizens and to private corporations or partnerships engaged primarily in 
farming or ranching. They must have experience and resources necessary to 
assure reasonable success and be unable to obtain their credit elsewhere, the 
same as for regular program loans under titles I and II. Citizenship is not a 
statutory prerequisite for existing emergency loans, most of which are limited 
to established farmers and ranchers. Special livestock loans, authorized until 
July 14, 1961, for supplementary credit only, may now be made to established 
producers and feeders of cattle, sheep, and goats, excluding commercial feedlot 
operators. 

The purposes for which emergency loans would be made include all purposes 
specified in the bill for real estate loans under title I or operating loans under 
title II. Loan purposes are not specified under existing emergency loan 
authority, except that Public Law 727 prohibits loans for refinancing existing 
indebtedness. 

Section 23 establishes a ceiling for loans under this title of $50,000 unpaid 
indebtedness or the amounts certified by the county committee, whichever is 
the lesser. Public Law 727 contains a $20,000 total indebtedness limitation 
and a $15,000 initial loan limit. There is no other effective monetary limit 
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jn connection with existing emergency loans, except that special livestock loans 
in excess Of $50,000 must be approved by the Secretary. 

Under section 24 the interest rate for emergency loans would be the same rate 
jn effect at the time the loan is made for loans under title I or Il, the maximum 
in each case not being in excess of 5 percent. This compares with a statutory 
interest rate of 3 percent for production emergency loans under section 2(a), 
economic emergency loans under section 2(b) of Public Law 38, and special emer- 
gency loans under Public Law 727 and with 5-percent interest rate on special 
livestock loans. The repayment period may be as long as those provided in title 
lor II but not longer than necessary, taking into account the purpose of the loan 
and the nature and effect of the emergency. Special livestock loans in the first 
instance were limited to repayment period of 3 years. No other statutory repay- 
ment period is set for existing emergency loans. 

Section 24 preserves existing requirement of full personal liability and, in the 
case of a corporation or partnership, the liability of each person holding as much 
as 10 percent interest in the organization. , 

Section 25 contains a provision to permit loans necessary for the orderly re- 
payment or liquidation of existing emergency loans without regard to any cur- 
rent designation of emergency area or without regard to the proposed $50,000 
total indebtedness limitation. 

The disaster loan revolving fund created by section 84 of the Farm Credit Act 
of 1933, transferred to the Secretary of Agriculture by Public Law 38, as presently 
augmented, is renamed “The Emergency Credit Revolving Fund” and is to be 
utilized for emergency loans under title III of the bill. Collections from emer- 
gency loans are to be deposited in the fund and additional appropriations there- 
to are authorized ( secs. 26 and 27). 


TITLE IV—-ADMINISTRATIVE PROVISIONS 


" 


Section 31 of the bill would replace section 41 of the Bankhead-Jones Farm 
Tenant Act (7 U.S.C. 1015) and some comparable provisions in section 510 of 
the Housing Act (42 U.S.C. 1480), and would transfer for administration under 
this bill all of the assets acquired in connection with the administration of prior 
loan authorities. However, the bill changes the appointment of the Adminis- 
trator of the Farmers Home Administration from a Presidential appointment 
with Senate concurrence to a Secretarial appointment. It preserves the salary of 
that position now fixed by the Executive Pay Act (5 U.S.C, 2206(a)(3)). This 
section of the bill eliminates certain archaic provisions from section 41 and the 
authorization for the employment for experts without regard to civil service 
laws or Classification Act. 

The next change of any substance, from the provisions of section 41 of the 
Bankhead-Jones Farm Tenant Act is the provision inserted in section 31(e) (3) 
(C). It would provide for the release from liability of borrowers who have 
transferred their security property to persons not eligible for loans who assume 
all or the actual security value of the debt on terms repayable in not less than 
f years in cases in which the Secretary determines that such release is justified 
by a reasonable determination of the borrower’s repayment ability. This pro- 
vision will result in liquidations comparable to surplus sales and will avoid the 
necessity of some foreclosures. 

Another servicing provision is added as section 31(e)(6) of the bill. This 
would authorize partial releases and subordinations if the remaining security 
is adequate and the proceeds are used for a purpose for which the loans were 
made, improve the borrower's debt-paying ability, permit payments on debts to 
the Secretary or for the payment of costs and expenses incident to the trans- 
action. Difficulty has been encountered because of the rather rigid Federal 
rules that releases may be made only upon payment of adequate consideration 
and that contracts may not be modified to the detriment of the Government. 

Section 32 preserves the county committee as an integral unit in the ad- 
ministrative organization (sec. 42, 7 U.S.C. 1016, and see. 508, 42 U.S.C. 1478). 
The committee membership is the same as now provided, but the statutory 
per diem has been eliminated from the bill. Section 32(d) requires the com- 
mittee to recommend the fair and reasonable value of farms and, when required, 
the value of other security property. This compares with the requirement of 
section 2 of the Bankhead-Jones Farm Tenant Act (7 U.S.C. 1002), which 
requires the committee to examine and appraise farms with the assistance 
of appraisal reports by technical appraisers as to certified value and as to the 
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character of the farm, and with section 508 of the Housing Act (42 U.S.C, 1478), 
No similar provision is found in the act of August 28, 1987, or in most of the 
emergency loan authority. But all the requirement with respect to committee 
action on special livestock loans, which originally contemplated loan approval 
by a special committee appointed by the Secretary (Public Law 38, see. 2(c), 12 
U.S.C. 1148(a) (2) (¢). 

Section 33 requires the applicant to certify that he is unable to obtain credit 
elsewhere similar to the provision of 44(a)(3) of the Bankhead-Jones Farm 
Tenant Act (7 U.S.C. 1018) and the requirement of clause (3) of section 501 (¢) 
of the Housing Act (42 U.S.C. 1471). No credit elsewhere statutory require. 
ment is found in the emergency loan legislation or in the act of August 28, 1937, 
Section 33(c) makes a slight change in existing standards for refinancing with 
private or cooperative credit whenever a borrower is able to obtain such credit 
after the loan is made. See section 44(c), 7 U.S.C, 1018, and section 502(b) (3) 
of the Housing Act, 42 U.S.C. 1472. No such statutory requirement exists with 
respect to emergency loans or soil and water loans. 

The provision of section 34(d) relating to supervision of the borrower's 
operations compares with the requirement of section 44(b) of the Bankhead- 
Jones Farm Tenant Act, which authorizes such provisions for supervision as the 
Secretaray shall deem necessary to protect his interests. Supervision is not 
mentioned in any of the other existing statutes. 

Section 34 should be compared with section 50 of the Bankhead-Jones Farm 
Tenant Act (7 U.S.C. 1024), which makes property being utilized for the purposes 
of title I subject to taxation by States and other political subdivisions. Other 
property held under that act by the Secretary is exempt from taxation, but pay- 
ments in lieu of taxes with respect thereto is directed. Considerable difficulty 
has been encountered with respect to the various types of taxes levied and with 
respect to the character of Federal interest. Hence, section 34 is an attempt to 
recognize the validity of State taxes and provide the consent of the United 
States to the taxation of the interest to the United States, whether it be as owner 
or mortgagee, except as to those taxes specifically mentioned. No similar provi- 
sion with respect to taxation is contained in the other existing authorities. 

Section 35(a) is a combination of the provisions of section 51 and the currently 
applicable provisions of section 48 of the Bankhead-Jones Farm Tenant Act (7 
U.S.C. 1025, 1017), regarding the acquisition and disposal of security property. 
The authority of the Secretary to sell or grant rights-of-way or easements has 
been enlarged, and included therein is the consent of the United States to be a 
party to the condemnation proceedings by a State or county for highway right-of- 
way purposes, subject to payment of adequate consideration. 

To the debt adjustment authorization in section 22 of the Bankhead-Jones 
Farm Tenant Act (7 U.S.C. 1008), section 37 of the bill adds credit counseling 
assistance to farmers and ranchers. 

The Farmers Home Administration revolving fund, mentioned in the introduc- 
tion, is established by section 38(c) of the bill. The purpose of this provision 
is to permit the establishment of a net budget for each year which will reflect re 
ceipts and collections as offsets against appropriations or authorized loan pro- 
grams. Excluded from the operation, for budgetary reasons, are the emergency 
credit revolving fund and the agricultural credit insurance fund provided for by 
this bill. The collections from sales and development accounts on the water con- 
servation and utilization properties are to be transferred to miscellaneous re- 
ceipts of the Treasury. 

The bill would repeal titles I, II, and IV of the Bankhead-Jones Farm Tenant 
Act, but preserves, for the purpose of the submarginal land program under title 
III, the original authorization to reserve minerals, It would also repeal title V 
of the Housing Act, except the amendment appropriating $450 million for farm 
housing loans for the period terminating July 1, 1956. See section 511, 42 U.S.C. 
1181. The act of August 28, 1937, Public Law 38, and Public Law 727 would be 
repealed. All of the repeals would be effective June 30, 1960, or such earlier date 
as the Secretary might by regulations make the provision of this bill effective. 
Saved from repeal by section 41(2) are any references to the repealed acts in 
other legislation. Such references are to be construed as references to the ap- 
propriate provisions of this bill. Section 40(b) preserves the validity of any 
action or obligations under prior authority and the -yibility of prior borrowers 
for assistance in accordance with this hi}} 
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The Cuamman. We thank you for coming before this committee. 
We will consider the bill. I understand that the Department of Agri- 
culture actually has approved the bill. 

We will call Mr. Scott as the next witness, and we will move the bill 

along as expeditiously as the circumstances will permit. 

Senator Autorr. Thank you, Mr, Chairman, and thank you, mem- 
bers of the committee. 

The Cuamman. Thank you, sir, for coming here. 

Mr. Scott, we will be glad to hear you now. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Scorr. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to again appear before you for the purpose of 
testifying in behalf of H.R. 7628. 

We have had, I might add, a number of very interesting discussions 
with Senator Allott in giving him some drafting service at the time 
this bill was prepared. “Tam pleased to follow him in endorsing the 
general objectives of this bill which he and you have introduced in 
the two Houses of the Congress. 

This administration is in favor of this bill, which was introduced 
by the chairman of this committee, Congressman Cooley, to simplify, 
consolidate, and improve the authori ity of the Secre tary of Agriculture 
with respect to loans to farmers and ranchers. 

The President in his recent budget message to the Congress recog- 
nized the difficulty of making loans to farmers and ranchers on the 
basis of numerous authorities and recommended enactment of legisla- 
tion to simplify and improve the authority of the Secretary of Agri- 
culture to make these types of loans. The President also recom- 
mended the enactment of a revolving fund with respect to the opera- 
tions of the Farmers Home Administration. H.R. 7628 has such a 
provision. 

Enactment of H.R. 7628 would enable the Farmers Home Adminis- 
tration to provide the same credit services to farmers as presently au- 
thorized. The bill does not change any of the basic objectives of the 
present statutes. The lending operations of the Farmers Home Ad- 
ministration would continue to relate predomin: oats to family-sized 
operations. This is the lending field which the Congress has tradi- 
tionally prescribed for this agency. We wholeheartedly endorse the 
continuation of that field of service. 

All credit extended by the Farmers Home Administration under 
the loan authorities of this bill would continue to be strictly non- 
competitive with private and cooperative agricultural credit sources, 
Loans would be made only to those farm families who have a sound 
basis for credit, yet who are unable to obtain needed credit from 
other sources on reasonable terms and conditions. Borrowers would 
be graduated to other credit sources when they have made sufficient 
financial progress. 

Primary emphasis would continue to be given to assisting full-time 
operators of family-type farms to become successfully established in 
asound, well-balanced system of farming. 
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During recent years, as an increasing number of farmers have en- 
gaged in off-farm work, we have been giving attention to the type 
of credit service which might be furnished to such farmers by the 
Farmers Home Administration. It is our feeling that this type of 
lending should be developed with caution and conservatism. Ap- 
provals should be limited to applicants with a strong farm back. 
ground of experience and knowledge. The type and amount of credit 
should be closely related to the repayment capacity of the farming 
operation. We do not intend to establish or finance nonfarm people 
who live in rural areas. However, there would be many advantages 
in helping actual farm families to continue to live on the farm even 
though the farmer has off-farm employment. 

During recent weeks we have made a further careful review of the 
lending experience of the Farmers Home Administration and im- 
portant trends in the credit requirements of its borrowers. As a re- 
sult of this, we have cleared with the Bureau of the Budget for sub- 
mission to this committee proposals for some additional changes in the 
bill before the committee. These changes are explained in the state- 
ment of Administrator Kermit Hansen. 

We are confident that the changes incorporated in H.R. 7628 and 
by our additional suggestions will result in a substantial improvement 
in the credit services of the Farmers Home Administration. Further- 
more, these changes would enable the Farmers Home Administration 
to effect needed simplification of operations and also to better adapt 
its loan programs to changing conditions in agriculture. 

In closing I would like to report to you that during the past year 
I have had opportunities to visit the farms of quite a few borrowers 
of the Farmers Home Administration. It was gratifying to see the 
evidence of constructive lending. This is enabling thousands of fine 
farm families to become well established in farming. Working rela- 
tions with other agricultural lenders are good. 

The graduation of borrowers to other sources of credit is recog- 
nized throughout the agency as an important part of the job. 

There is another development which I think speaks well for the 
field office employees of this agency which we call credit counseling 
service. We have been advocating strongly that, before approving a 
loan application for disbursement from FHA funds, careful con- 
sideration be given to the possibility of helping the applicant get 
needed credit from his existing or previous source of credit. This has 
resulted in literally thousands of applicants being financed by a 
local bank, production credit association, or some other agricultural 
credit source after the county supervisor of the Farmers Home 
Administration has analyzed the farming business and pointed out 
a way to soundly finance the operation. 

We are proud of the fact this is not an empire-building organiza- 
tion. We believe this is in keeping with the intention of Congress 
that this should be a supplemental source of credit. Through credit 
counseling, the graduation of borrowers, and the use of our insured- 
loan program we are endeavoring to hold to a minimum the use of 
Federal loan funds. 

This is a difficult lending field and I believe the overall results 
indicate that the job is being handled by some very capable and con- 
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scientious employees who are devoted in their efforts to serve farm 
families. The enactment of H.R. 7628 will make the job easier for 
these fine public servants and enable them to better serve farm 
families. 

Mr. Chairman, I thank you for this opportunity to testify in behalf 
of H.R. 7628. I shall be glad to respond to any questions that you 
or members of the committee may have, either at this time or, if you 
prefer, after Administrator Kermit Hansen has presented his formal 
statement. 

Administrator Hansen and members of his staff are here, Mr. Chair- 
man. I would be glad to respond to questions, or, if you prefer, 
why, I will answer questions after Mr. Hansen’s statement, however 
you wish to proceed. 

" The Cuamman. I think that we had better get Mr. Hansen’s state- 
ment first. 

Mr. Hansen, we will be glad to hear from you. 


STATEMENT OF KERMIT H. HANSEN, ADMINISTRATOR, FARMERS 
HOME ADMINISTRATION, ACCOMPANIED BY HENRY C. SMITH, 
DEPUTY ADMINISTRATOR; CHARLES C. BARNARD, DIRECTOR 
OF THE BUDGET AND STATISTICS DIVISION; AND HOWARD 
CAMPBELL, OFFICE OF THE GENERAL COUNSEL, U.S. DEPART- 
MENT OF AGRICULTURE 


Mr. Hansen. Mr. Chairman and members of the committee, I wel- 
come the opportunity to appear before your committee to testify on 
H.R. 7628. We in the Farmers Home Administration consider this 
an excellent bill. Its enactment would enable the Department to 
greatly simplify and improve its credit services to feocient and 
ranchers. 

I have with me Mr. Henry Smith, the Deputy Administrator; Mr. 
Barnard, the budget officer; and Mr. Campbell, of the General Coun- 
sel’s office. 

The Farmers Home Administration was originally set up in Novem- 
ber 1946 under the Farmers Home Administration Act of 1946, which, 
among other things, contained amendments and extensions to the 
Bankhead-Jones Farm Tenant Act. This action was taken by the 
Congress after a thorough study of the activities of the Farm Secu- 
rity Administration by a select committee of the Committee on Agri- 
culture whose chairman was the present chairman of the Committee 
on Agriculture. 

At that time, the authorities previously contained in the Bankhead- 
Jones Farm Tenant Act were strengthened and new authorities were 
added which had been found desirable as a result of the select com- 
mittee’s study. 

One of the significant changes was the addition of authority to 
permit loans to owners of inadequate farms to enlarge and improve 
their farms. The wisdom and timeliness of this change has been 
demonstrated by the fact that most title I loans today are for these 
purposes rather than for the purchase of family-type farms. 

In addition to titles I and II and the related provisions of title IV 
of the Bankhead-Jones Farm Tenant Act, the Farmers Home Ad- 
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ministration administers the Water Facilities Act of 1937, under 
which soil and water conservation loans are made; title V of the Hous. 
ing Act of 1949, under which farm housing loans are made; Public 
Law 38, approved April 1949, under which emergency and special 
livestock loans are made; and the loan provisions of the Watershed 
Protection and Flood Prevention Act. All of these authorities, ex- 
cept the latter, have been amended by the Congress on numerous oc- 
‘asions in the interest of improving the authorities and in recogni- 
tion of changing agricultural conditions. 

The present authorities have strengthened the agency’s lending pro- 
grams and improved its services to farm families. These authorities, 
for the most part, are adequate to carry out the agency’s current role 
in agriculture as we see it. However, the many statutes under which 
the agency now operates require a multiplicity of separate adminis- 
trative regulations because of differences in eligibility standards, 
loan purposes, loan limits, et cetera, causing confusion to applicants 
and borrowers and resulting in unwarranted complexities in 
Administration. 

In addition to the loan authorities, the bill proposes to finance 
title I direct loans, title II loans, and the related provisions of title 
IV of this bill on a revolving fund basis. Under the bill, the Congress 
would determine the amount of funds that could be used annually. 
I shall comment later in greater detail on this important feature of 
the bill. 

As stated by Mr. Scott, enactment of H.R, 7628 would enable the 
Farmers Home Administration to provide the same credit services 
to farmers as are presently authorized. None of the basic objectives 
of the present statutes would be changed by the bill. 

I should now like to refer to Title I: Real Estate Loans. 

Title I of the bill would consolidate the authority for farm pur- 
chase, improvement, and refinancing loans now made and insured 
under title I of the Pankhead-Jones Farm Tenant Act, soil and water 
conservation loans made and insured under the Water Facilities Act 
of 1937, and loans for the construction and repair of farm dwellings 
and service buildings under title V of the Housing Act of 1949, 
This consolidation would materially simplify the administration of 
the real estate loan program of the Farmers Home Administration. 

Following is a list of the more significant changes that would result 
in the real estate loan program of the Farmers Home Administration 
if this bill is enacted, along with our recommendations for additional 
changes: 

1. All real estate loans to individuals under title I would be uni- 
form with respect to eligibility, terms, limitations, and security re- 
quirements. 

2. Loan insurance authority would be extended to all real estate 
loans. At present, the insurance authority is applicable only to farm- 
ownership and soil and water conservation loans, 

8. Real estate loans to individuals would be limited to owner- 
operators of not larger than family-type farms. 

4. Security for loans to individuals would be a first or second 
mortgage on the farm and such other security as may be required. 
This is similar to the existing requirements of title I of the Bankhead- 
Jones Farm Tenant Act, but is somewhat more restrictive than the 
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resent farm housing and soil and water conservation loan security 
requirements. 

5. Under the bill, all loans made or insured under title I would be 

made at an interest rate of not more than 5 percent. We favor con- 
tinuation of the 5 percent maximum interest rate for direct loans, 
but recommend greater latitude in the determination of the interest 
rate for insured loans. 

For insured loans, the Government is required to retain a maximum 
of 1 percent for servicing and insurance costs, thus permitting a 
maximum of 4 percent to be paid to the private lenders. It has not 
been possible for the agency to attract sufficient funds from private 
lenders to meet the de mand from applicants for insured loans with 
this limitation on the interest rate to lenders.’ We recommend, there- 
fore, that the 5-percent limitation on interest rates not be applicable 
to insured loans and that the Secretary be authorized to establish 
insured-loan rates, taking into consideration the prevailing private 
and cooperative interest rates for loans for similar terms and purposes. 
To the extent possible, we intend to obtain insured-loan funds from 
country banks and other local lenders. 

6, An aggregate of not more than $150 million insured loans could 
be — in any 1 year. This is the sum of existing annual ceilings. 

The bill would increase the total amount of loans that could be 
ind out of the insurance fund at any one time from $5 to $10 million. 
This change is desirable because the present. $5 million limitation is 
insufficient to permit a sustained, substantial volume of insured-loan 
activity. 

In operation, an obligation against the fund is established when the 
loan is approved and the obligation is not liquidated until the loan is 
closed and the note sold. A $10 million limit would provide sufficient 
latitude so that the insured-loan program would not be hampered 
by ne time lag between loan approval and the actual sale of the note. 

The statutory requirement that farmownership funds be dis- 
Sead to States on the basis of farm population and tenancy would 
not be continued by the bill. When the Bankhead-Jones Farm Tenant 
Act was first enacted in 1937, its primary purpose was to enable ten- 
ants, farm laborers, and ‘hy irecroppers to become farmowners. When 
the act was revised in 1946, the Congress recognized that many 
farmers already were owners of units that were too small or too un- 
derdeveloped to constitute economic family-type units; consequently, 
loans for the enlargement or development of farms were authorized. 

These two phases of farmownership activity, together with the re- 
financing authority, in recent. years have represented the major volume 
of farmownership loans. This change in the farmownership pro- 
gram and inclusion in title I of the bill of the present authority to 
make housing loans to farmowners would make the distribution of 
funds grossly inequitable if the tenancy and farm population formula 
were continued. The bill would permit the same administrative 
latitude in the distribution of title I loan funds as s the : agency has had 
in the distribution of title II loan funds, which has been on the basis 
of considerations such as the number of family farms in the State, 
applications, lending history, availability of ¢ ‘redit from other sources, 
et cetera, 
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9. Appraisals for all loans to individuals would be made on a uni- 
form basis. The Bankhead-Jones Farm Tenant Act now requires that 
family-type farms be appraised on an earning capacity value basis 
and that other farms be appraised on a normal market value basis, 

We recommend that the bill specify that appraisals be made uni- 
formly on a normal value basis, taking into consideration the value 
attributable to the farm for agricultural use as well as other factors 
that influence value, such as location, minerals, timber, and off-farm 
employment opportunities. A uniform appraisal system would result 
in considerable simplification of operations, a saving of training costs 
and effort, and a better public understanding of our appraisal 
methods. 

10. The bill would continue the requirement in title I of the Bank- 
head-Jones Farm Tenant Act that the county committee certify as 
to each applicant’s eligibility and the fair and reasonable value of 
the farm. County committees have rendered a valuable service to 
the agency with respect to determining the eligibility of applicants 
and in recommending loans after considering the applic ant’s qualifi- 

cations, his financi: al position, his proposed “farming operations, the 

amount and purpose of the proposed loan, and the appraised value 
of the farm. These functions should be continued ; however, we rec- 
ommended that the county committee not be required to establish a 

value for each farm. To determine the value of farms properly re- 
quires that county committeemen be trained in appraisal principles 
and that they visit the farms. These are time-consuming and expen- 
sive activities. Time and effort can be saved by depending on the 
appraisal of an employee of the agency trained in making appraisals 
and eliminating the requirement that county committees establish a 
ea and reasonable value for each specific farm. 

Real estate loans to individuals would be limited under the bill 
to 90 percent of the value of the farm; however, no borrower's real 
estate debt could exceed $50,000. The present. county average value 
limitation for land purchase loans would not be continued. At pres- 
ent, direct farmownership, farm housing, and soil and water con- 
servation loans may be made up to 100 percent of the fair and reason- 
able value of the farms. We recommend that the $50,000 debt limit 
in the bill be changed to a $50,000 limit on the amount owed to this 
agency on the farm. Our experience has been that, with the con- 
stantly increasing capital requirements necessary to be successful in 
agriculture, the real estate credit needs of some family-type farms 
a adequately be met within the $50,000 farm debt limitation. 

The bill continues the authority to make loans to associations 
om coil and water conservation, development, use, and drainage. The 
maximum principal indebtedness of an association for loans from the 
agency would be increased from the present $250,000 limit to $300,000. 
Our experience has been that associations frequently find it necessary 
and desirable after several years of operation to expand and modify 
their facilities in order to improve the services of their members or 
to extend their services to adjacent areas or groups that could not be 
served economically with an independent system. The need for fur- 
ther credit occasionally develops when unanticipated problems in- 
volving additional costs arise after construction is underway. In 
order to be able to meet these increased credit needs of associations, we 
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recommend a further change in the maximum principal indebtedness 
of an association to $500,000, with a $350,000 limitation on initial 
ae 

13. Most association loans are made to finance the construction of 
domestic water systems. The area served by a domestic water as- 
sociation usually includes farmers, ranchers, farm laborers, and rural 
residents, as Ww ell as rural schools and churches. At present, an asso- 
ciation is eligible for a loan only if the services provided will be used 
primarily on farms and ranches. This restriction sometimes results 
in the design of a system that will exclude some nonfarmers in the 
area who are in need of the same services and who should be included 
in order to provide an economically feasible system for the farmers 
and ranchers to be served. We, therefore, recommend that the au- 
thority be broadened to specifically permit loans to associations to 
provide services primarily to farmers, ranchers, farm laborers, and 
rural residents. Such authority would be used only to supplement 
the community facilities loan program of the Housing and Home Fi- 
nance Agency and would not be competitive with that program, or 
any other source of adequate credit. 


TITLE II—OPERATING LOANS 


Title II authorizes loans for farm operating purposes on essentially 
the same basis as such loans are now authorized under title II of the 
Bankhead-Jones Farm Tenant Act. Following is a list of the more 
significant changes that would result in the operating loan program 
of the Farmers Home Administration if this bill is enacted, along 
with our recommendations for additional changes : 

The amount of unpaid principal that a borrower could owe on 
operating loans would be increased by the bill from $20,000 to $30,000. 
Some of the factors which have contributed to the need of farmers 
and ranchers for more operating capital are: 

(a) The necessity for increasing volume of business in order to 

arry on an eflicient and sound farming operation requires larger in- 
vestments in livestock, farm machinery, “and equipment. 

(b) The demand for higher quality farm products has nécessitated 
increasing investments in additional costly items, such as bulk milk 
tanks and cooling facilities for fruits and vegetables. 

(c) It is necessary for tenants to increase their investment in live- 
stock, machinery, and equipment in order to obtain leases on satisfac- 
tory farms. 

(d) The increased quantities of fuel, seed, fertilizer, et cetera, which 
are necessary for efficient farming and the increased cost per unit of 
ach items. 

. Existing legislative authority contains a provision that not more 
tha an 10 percent of the sum available annually for operating loans may 
be used for loans which would cause the principal indebtedness of 
borrowers to exceed $10,000. Because of the continuing need of farm- 
ers and ranchers for more operating capital, the present limitation is 
creating a serious handicap in properly meeting the operating credit 
needs of applicants. The bill would increase ‘the limitation on the 
amount of funds that could be used for loans in excess of $10,000 from 
10 to 25 percent. 
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The term “family-type farm operator” is very broad and includes 
many types and sizes of farm and ranch operations. Title IL of 
the bill would authorize the Department to extend short-term and 
intermediate credit to all farm and ranch operators within this 
broad category who qualify for such loans. The agency will con- 
tinue its policy of serving all segments of this broad category of farm 
and ranch operators to the extent its loan resources permit. We antici- 
pate that the trend toward increased capital requirements will con- 
tinue, and believe that the operating loan program can be admin- 
istered more effectively without any limitation as to the percentage 
of loan funds which would be available for loans in excess of 
$10,000. We recommend, therefore, that the 25-percent limitation be 
eliminated from the bill. 


TITLE II—EMERGENCY LOANS 


Title III of the bill would replace the authority to make emergency 
loans under Public Law 38 and also authorize subsequent loans to 
borrowers indebted for all types of emergency and special livestock 
loans to the extent necessary to permit orderly repayment of their 
prior loans. 

The following changes would result in the emergency loan program 
of the Farmers Home Administration if the bill is enacted. 

1. The bill would establish the same rate of interest for emergency 
loans as for direct loans for similar purposes under titles I and II, 
but not to exceed 5 percent. The present statutory rates are 3 percent 
for emergency loans and 5 percent for special livestock loans. A 
uniform interest rate for all loans made by this agency for similar 
purposes would eliminate competition between emergency loans and 
other types and would be more consistent with the current cost of 
money to the Government. 

2. The bill would establish a $50,000 limit on an applicant’s total 
principal indebtedness for emergency loans made under this title. 
There is no such limitation in Public Law 38. Our experience has 
been that, with few exceptions, the emergency credit needs of appli- 
cants can be met within a $50,000 indebtedness limit. During the 
past 10 years, less than 1 percent of the emergency loans made re- 
sulted in farmers owing principal balances in excess of $50,000, 

3. The authority to make economic emergency loans, as now au- 
thorized under section 2(b) of Public Law 38, is not incorporated in 
the bill. This authority has proven to be a duplication of the author- 
ity to make production emergency loans, and therefore is not needed. 

“Title III does not contain the authority of the feed-and-seed sec- 
tion of Public Law 38. Authority is now contained in title IIT of 
Public Law 480 for the Department to utilize commodities owned 
or controlled by the Commodity Credit Corporation to conduct this 


type of emergency feed program in designated areas. 
TITLE IV—-ADMINISTRATIVE PROVISIONS 


Title IV is addressed primarily to administrative functions and is 
designed to simplify the servicing of loans and the general adminis- 
tration of the Farmers Home Administration program. The bill also 
would repeal titles I, II, and IV of the Bankhead-Jones Farm Tenant 
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Act, title V of the Housing Act except the authorizations contained 
therein regarding loan funds, the Water Facilities Act of 1937, and 
Public Law 38. The repeal of these laws would be effective within 
not more than 120 days after enactment of the bill. 

Following is a list of the more significant changes that would result 
in the administration of the agency if the bill is enacted, along with 
the additional changes we are recommending: 

1. Establishment of a Treasury account designated as “The Farm- 
ers Home Administration Revolving Fund” would be authorized. 
There would be transferred to this account existing assets and liabili- 
ties of the current loan programs, and collections and other receipts 
would be deposited in the account. Excluded from this account would 
be the emergency credit revolving fund and the proposed agricultural 
credit insurance fund. 

The purpose of the revolving fund would be to permit establish- 
ment of a net expenditure budget for each year, which would reflect 
receipts from collections on loans as offsets against disbursements for 
loans and administrative expenses. Loans could be made and ex- 
penses paid from the revolving fund only in such amounts as may be 
authorized in annual appropriation acts, thus preserving full congres- 
sional control of obligations from the fund through the annual ap- 
propriation process. Repayments to the Secretary of the Treasury 
on notes issued by the Secretary of Agriculture also would be made 
from the fund. 

The revolving fund would be reported in the Department of Agri- 
culture portion of the annual budget submission on a net expenditure 
basis, with expenditures for loans, administrative expenses, and in- 
terest payments on borrowings from the Secretary of the Treasury 
being offset by receipts from principal and interest payments on loans 
outstanding and other miscellaneous receipts. Expenditures estimated 
in the 1961 column of the 1961 budget estimates for the activities of 
the Farmers Home Administration in question are $234,859,750. The 
effect of the change in reporting is illustrated by the fact that under 
the proposed revolving fund the estimated expenditures for these pur- 
poses would have been shown as a net receipt of $18,096,750. 

2. The authority provided in the bill to release from liability those 
borrowers who transfer their security is substantially the same as 
the present authority in the Bankhead-Jones Tenant Act, as amended. 
We are recommending several changes in this authority for the pur- 
pose of simplifying the transfer of security property and the release 
from liability of borrowers in connection with such transfers. The 
suggested changes would make the considerations under which re- 
leases from liability are executed in connection with transfers for less 
than the amount of the debt comparable to the considerations in- 
volved if a debt is compromised, adjusted, or reduced. 

3. Although the bill does not contain the mandatory veterans’ pref- 
erence provisions of title I of the Bankhead-Jones Farm Tenant Act 
and title V of the Housing Act of 1949, the agency intends to con- 
tinue its policy of giving preference to applications of veterans for 
real estate and operating loans. 

t. The authority to appoint an alternate for each country commit- 
tee member would be continued under the bill: however, we recom- 
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mend that this be changed to provide for the appointment of alternate 
committeemen who could act for any member of the committee. 

5. The bill recognizes that significant changes occur in interest rates 
and, therefore, provides that a determination of an applicant’s ability 
to obtain credit from other sources be based on rates and terms pre- 
vailing in or near the community rather than at an interest rate of 
not more than 5 percent as is presently required for farmownership 
and operating loan applicants. 

6. The bill would continue the existing requirement that acquired 
property could be leased and operated by the Government for not 
more than 1 year when necessary to protect the Government’s in- 
terest. We recommend that this 1-year limitation be removed because, 
occasionally, acquired property cannot be liquidated advantageously 
within a 1-year period. : 

7. The requirements in the bill with respect to a county committee- 
man’s participating in the certification of an applicant for a loan 
who is closely related to him is incomplete and not clear. We recom- 
mend, therefore, that the bill be revised to prohibit a county commit- 
teeman from making certification with respect to a loan which in- 
volves the purchase of any land in which he or any person closely 
related to him has an interest or with respect to an applicant for any 
loan who is closely related to him. " 

8. The bill does not include a specific time limitation on the au- 
thority of the Government to repurchase insured loans. We recom- 
mend continuation of the provision in the current Bankhead-Jones 
Farm Tenant Act for the sale of loans held in the farm tenant- 
mortgage insurance fund or otherwise held. We recommend that the 
bill be changed to include authority to sell loans with or without 
agreements for insurance, with the consent of the borrower or with- 
out his consent, if he has failed to comply with his prior agreement to 
refinance his indebtedness when he is able to do so. 

In this statement we have discussed the more significant features 
of the bill and the major changes we are recommending. We also are 
recommending other changes of less significance which we consider 
advisable from an administrative standpoint. We are providing the 
committee with a complete list of the changes in H.R. 7628 that we 
are recommending. 

In conclusion, I again want to express my appreciation for the op- 
portunity of discussing this important bill with you. I would like 
to repeat that we in the Farmers Home Administration feel that enact- 
ment of H.R. 7628 would enable the Department to more efficiently 
and effectively meet the credit needs of eligible farmers and ranchers 
who are unable to obtain the credit they need from private or co- 
operative sources. 

The Cuairnman. The suggested changes attached to your prepared 
statement will be made a part of the record at this point. 

(The document entitled “Changes in H.R. 7628 Recommended by 
the Department of Agriculture” follows:) 


CHANGES IN H.R. 7628 RECOMMENDED BY THE DEPARTMENT OF AGRICULTURE AFTER 
CLEARANCE WITH THE BUREAU OF THE BUDGET 


1. On page 1, line 4, change “1959” to “1960”. 
2. Reference to “the Territory of Hawaii” should be deleted in sections 2, 11, 
21 and 31(a). 
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3. In section 2, page 2, line 10, add “for each family” after the word “farm”. 

4, On page 2, beginning on line 18, revise section 4 as follows: 

“Sec. 4. The Secretary shall make or insure no loan under this title to any 
individual which would cause (1) the unpaid indebtedness against the farm at 
the time the loan is made to exceed 90 percent of the normal value of the farm, 
(2) the applicant’s principal obligations to the Secretary which are secured by 
liens on the farm to exceed $50,000 at any one time, or (3) the loan to exceed 
the amount certified by the county committee, whichever is less. In determining 
the normal value of the farm, the Secretary shall consider appraisals made by 
competent appraisers under rules established by the Secretary. Such appraisals 
shall take into consideration both the normal agricultural and market values of 
the farm.” 

5. On page 3, revise section 5 as follows: 

“Src. 5. The Secretary is also authorized to make or insure loans to associa- 
tions, including corporations not operated for profit and public or quasi-public 
agencies, for the purpose of providing facilities for soil and water conservation, 
development, use, and drainage primarily for serving farmers, ranchers, farm 
laborers and rural residents. No such loan shall be made which would cause 
the association’s unpaid principal indebtedness to the Secretary under this title 
and under the Act of August 28, 1937, as amended, to exceed $50,000 at any one 
time: Provided, however, That no initial loan under this section shall exceed 
350,000.” 

: 6. In section 6, page 3, substitute the following language for the second sen- 
tence which begins on line 12: “The Secretary shall from time to time establish 
the interest rate or rates at which loans for various purposes will be made or 
insured, taking into consideration the prevailing private and cooperative interest 
rates for loans for similar terms and purposes: Provided, however, That the rate 
of interest for direct loans under this title shall not exceed 5 per centum per 
annum. The borrower shall pay such fees and other charges as the Secretary 
may require.” 

7. On page 4, line 3, after the word “prescribe” add: “except that no agree- 
ment shall provide for purchase by the Secretary at a date sooner than five years 
from the date of the note.” 

8. In section 8(b), page 4, line 24, delete the period and add the following to 
the first sentence: “or invested in direct obligations of the United States or obli- 
gations guaranteed as to principal and interest by the United States.” 

9. In section 8(d), page 6, line 5, delete the period after “thereof” and add: 
“at the balance due thereon, or on such other basis as the Secretary may deter- 
mine from time to time.” 

10. In section 8(e), page 6, line 14, after the word “available,” insert the 
words “for compensating lenders and others for loan servicing or.” 

11. In section 11, page 8, line 5, after the word “make”, insert “or partici- 
pate in”. 

12. In section 12, page 8, line 21, after the word “expenses”, insert “including 
eash rent”. 

13. Revise section 13, beginning on page 8, line 25, as follows: 

“Sec. 18. The Secretary shall make no loan under this title to any individual 
(1) which would cause the total principal indebtedness outstanding at any one 
time for loans made under this title and under section 21 of the Bankhead-Jones 
Farm Tenant Act, as amended, to exceed $30,000, or in excess of an amount cer- 
tified by the county committee, whichever is less; or (2) for purchasing land 
or for carrying on any land leasing program.” 

14. In section 14, page 9, line 20, insert “the” between the words “for” and 
“immediately”’. 

15. In section 23, page 11, line 4, change the period to a comma and add 
“whichever is less.” 

16. Revise item (2) of section 31(e), page 14, as follows: “compromise. a@e- 
justment or reduction of claims shall be based on the value of the security and 
a determination by the Secretary of the debtor’s reasonable abilitv to pay can- 
sidering his other assets and income at the time of the action and with or without 
the payment of any consideration at the time of such adjustment or reduction :” 

17. Substitute the following for item (3) of section 31(e) on pages 14, 15 
and 16: 

“(3) releases from personal liability may also be made with or without 
payment of any consideration at the time of adjustment of claims against— 
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“(A) borrowers who have transferred the security property to 
proved applicants under agreements assuming the outstanding se 
indebtedness ; ; 

“(B) borrowers who have transferred the security property to a 
proved applicants under agreements assuming that portion of the soca 
indebtedness equal to the current market value of the security propert 
or transferred the security property to the Secretary; and : . 

“(C) borrowers who have transferred the security property to other 
than approved applicants under agreements assuming the full amount 
of or that portion of the secured indebtedness equal to the current 
market value of the security property on terms not to exceed five 
annual installments with interest on the unpaid balance at a rate de- 
termined by the Secretary. 

“(D) Borrowers who transfer security property under items (B) 
and (C) above for amounts less than the indebtedness secured there- 
by may be released from personal liability only on a determination by 
the Secretary that each such borrower has no reasonable debt-paying 
ability considering his assets and income at the time of the transfer 
and the county committee certifies that the borrower has cooperated in 
good faith, used due diligence to maintain the security property against 
loss, and has otherwise fulfilled the covenants incident to his loan to 
the best of his ability.” 

18. Revise section 31(e), item (6), page 17, as follows: 

“(5) partial releases and subordination of mortgages may be granted 
either where the secured indebtedness remaining after the transaction will 
be adequately secured or the security interest of the Government will not 
be adversely affected, and the transaction and use of proceeds will further 
the purposes for which the loan was made, improve the borrower's debt- 
paying ability, permit payments on indebtedness owed to or insured by the 
Secretary, or permit payment of reasonable costs and expenses incident to 
the transaction, including taxes incident to or resulting from the trans- 
action which the borrower is unable to pay from other sources.” 

19. In section 32(a), in lines 17 and 18, page 18, strike “an alternate for each 
committee member,” and substitute therefor “alternate committeemen.” 

20. Delete the first sentence in section 32(d), page 19, lines 4 to 9, and add 
the last sentence of this section to subsection 33(b), line 24. 

21. Revise section 35(b), page 22, beginning on line 4, as follows: “Real prop- 
erty administered under the provisions of this Act may be operated or leased 
by the Secretary for such period or periods as the Secretary may deem neces- 
sary to protect the Government’s investment therein.” 

22. In section 35(c), page 23, line 3, strike “balances at 5 per centum per an- 
pum’, and substitute therefor, “balance at the rate determined by the Secre- 
tary.” 

23. In section 36, strike the sentence on page 24, line 9, beginning with “No 
member * * *” and substitute the following language: “No member of a county 
committee shall knowingly make or join in making any certification with re- 
spect to a loan to purchase any land in which he or any person related to him 
within the second degree of consanguinity or affinity has or may acquire any 
interest or any applicant related to him within the second degree of consanguin- 
ity or affinity.” 

24. In section 38(c), page 27, line 21, add at the end of the paragraph the fol- 
lowing: “The Secretary may sell and assign any notes and mortgages in the 
revolving fund with the consent of the borrower or without such consent when 
the borrower has failed to comply with his agreement to refinance the indebted- 
ness at the request of the Secretary. Such loans may be sold at the balance 
due thereon or on such other basis as the Secretary may determine from time 
to time.” 

25. In section 38(c), page 28, revise the paragraph beginning on line 4 as 
follows: 

“The unexpended balances of any appropriation or authorizations transferred 
to and all sums deposited in the revolving fund shall remain available to the 
Secretary until expended (1) for loans under title I of this Act not to exceed 
the total unobligated balances of the sums appropriated or made available for 
loans under title I of the Bankhead-Jones Farm Tenant Act, the Act of August 
28. 1937, and not to exceed the amount apportioned by the Bureau of the 
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Budget for loans under title V of the Housing Act of 1949, as amended, for the 
fiscal years 1960 and 1961, for loans under title II of this Act not to exceed the 
unobligated balances of sums appropriated or made available for loans under 
title II of the Bankhead-Jones Farm Tenant Act, and for administrative ex- 
penses under this Act not to exceed existing appropriations for administrative 
expense when this Act becomes effective ; (2) for the purposes of this Act in such 
further annual amounts as Congress in appropriation Acts may from time to 
time determine; and (3) for interest on and repayments on notes issued by the 
Secretary to the Secretary of the Treasury: Provided, however, That collec- 
tions on sales and development accounts in water conservation and utilization 
projects shall be transferred to and deposited in miscellaneous receipts of the 
Treasury. Subject to the foregoing limitations, collections deposited in the fund 
may be utilized in lieu of, or partially in lieu of, issuing additional notes to the 
Secretary of the Treasury under said Acts or under this Act.” 

26. Revise section 40(a), page 29, lines 20 to 24 as follows: “except the 
authorization contained in section 511 thereof, the Act of April 6, 1949, as 
amended, and the Act of August 31, 1954, as amended, are hereby repealed ef- 
fective 120 days after enactment, or such earlier date as the provisions of this 
Act are made effective by the Secretary’s regulations.” 

The CHatrRMAN. | thank you very much for your fine presentation. 

While I am the author of the bill that we have before us, there are 
some things in it which I have some question about, and I would like 
to interrogate you briefly on two or three of these matters that I have 
in mind. 

The first is as to the interest rate, or, rather, changing the present 
law to authorize the Secretary to establish a fair interest rate. 

What are your views on that ? 

Mr. Hansen. That is under the insured program ? 

The CHatrMan. Yes. 

Mr. Hansen. Well, I would visualize that we would be consistent 
with the interest rates of conventional sources of credit. And in 
States where there are definite limitations on the amount of interest 
that can be charged, I visualize that we would, sir, never attempt to 
bypass these State statutes on those items. 

The Cuatrman. So that you believe that the Federal Government 
can charge usurious interest rates and get by with it? 

Mr. Scorr. We would not propose to do that. 

The Cuatrman. You do not propose todoit? The reason I am ask- 
ing you this question is that it is a matter now handled in the Farm 
Credit Administration. I discussed it with Governor Tootell and his 
general counsel. I understand that you all labor under a handicap 
because of the interest rate restriction. 

The same argument could be made here that was made when Gov- 
ernor Tootell and I talked about it. His counsel said they could go 
into North Carolina, for example, and charge usurious rates of in- 
terest. Ido not believe they can do that. 

Mr. Scorr. We have made this recommendation only in the belief 
that, after considerable experience with the insured loan program, to 
make that program successful, we must have the authority to be com- 
petitive with the other opportunities that primarily local banks and 
State pension funds and other local sources of investment have. And, 
as Mr. Hansen has stated, it would be our administrative policy not 
to disregard the statutory provisions as to usurious rates of interest. 

That would mean that at the present time, if we have this authority, 
we might be charging a rate of 6 percent on these insured loans. It 
has been traditional with this agency, as the Chairman and the mem- 
bers of this committee know, that we have not had ample funds from 
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appropriated funds to make all of the loans for which applications 
have been received. It would mean that we would be able to offer 
more farmers an opportunity to get a loan. Right now during a 
period of very high rates of interest, the rate would probably be 6 
percent. The farmers could make the choice as to whether it looked 
like an arrangement that they ought to accept, or whether they should 
wait until we might have appropriated funds later on. 

Mr. Poacr. Would it not solve the problem which the Chairman 
has raised if you simply put a provision in the act. to the effect that 
the loan be made at a rate of interest which would in no event exceed 
the maximum legal rate in the State in which the loan was made, 
or words to that effect? Something to the effect that we do not 
intend to charge anything that is usurious. 

Mr. Scorr. That is right. 

Mr. Poacr. That would serve the purpose that the chairman has 
mentioned, would it not / 

Mr. Scorr. Yes. 

Mr. Poacr. You would charge the maximum rate of interest that 
the law permits in that State, 

The Cuatrman. If we lifted the interest rate, and permitted you 
to charge the interest rates provided by State law, and that it was 
not to exceed that, I am wondering if you might not be making more 
loans in Texas than you would in North Carolina, because Texas 
charges a higher interest rate. Would you not be making more loans 
in Texas? 

Mr. Poacr. That is only as to the insured loans, is it not? 

Mr. Scorr. That is right. 

Mr. Poaar. The insured loans in North Carolina would be at the 
highest rate that the State law will permit. If anybody in North 
Carolina wants to advance money for insured loans at 6 percent, 
they could get 6 percent. If lenders do not want to lend at that rate, 
they would not offer their money. It would not make any difference 
if you offered North Carolina all the funds available in the other 49 
States. North Carolina would not be getting anything as the result 
of it, I mean, it would not force anyone to advance funds for insured 
loans. North Carolina would get all the money that North Carolina 
lenders cared to loan at the maximum rate allowed by the laws of 
North Carolina. 

Mr. Scorr. That is right. 

The Cuarrman. I am sure that would be the case. As I under- 
stand it, money is now being made available in these high rate areas, 
and money is tight in the State of North Carolina. 

Mr. Scorr. Appropriated funds available for real estate loans are 
allocated out as fairly as possible. Then early in the year we have 
to start depending upon the availability of insured funds. 

The Cuamman. We have some other restrictions in the present 
law which require you to make these funds available to the States 
based upon certain factors. Now you propose to take those out, and 
you would not have to take into consideration the penalties under 
the various sections. It would mean that, regardless of the State 
law, and that was the original and basic purpose of the Farmers 
Home Administration, Now it is planned to take out those pro- 
visions. I can see the reasons for it. 
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T do think we ought to realize that we do not want to make it 
into a rich man’s facility. There were provisions to enable you to 
take the tenant farmer and help him with a low interest rate, and 
to set him up in an operation. Now some of these provisions take 
out the amendments which have been in the law for many, many years. 

I realize there are many difficulties in the administration of this 
law. Here you are going to set up a man in an $80,000 operation, 
finance him, buy a $50,000 farm for him, with $30,000 to work with. 

Those provisions were calculated to help worthy, hard-working 
people, who have accumul: sted a little substance, who have struggled 
along the best they could, and to put them into business. I was won- 
dering why you felt that you should do this. 

Mr. Scorr. Let me say, first, that we are very conscious of the fact 
that the Congress set up this agency to help the family-sized farmer, 
and the sm: Hl end of that group. ‘We have meetings “with the State 
employees of Farmers Home Administration many times each year. 
There never is a meeting of that kind held but what we emphasize very 
strongly the obligation as we see it of this agency to continue to be 
very careful to extend as much credit as can be justified on a practical, 
sound basis to these smaller operators. We are continually resisting 
and attempting to be on the alert for any tendency to move in the 
direction of large operators. We are making this recommendation 
to this committee as a constructive change, as we see it, in recognizing a 
trend in agriculture in the size of agricultural operations. 

There are, occasionally, applications that everyone would recognize 
as being strictly a family- -sized operation that cannot be served under 
the present limitations in the act. And the result is that our people 
have to limit the amount of credit that the operation really needs. 
And it takes a longer time to get that partic isla family established 
and in a position where they can get their credit somewhere else. 

Some of these suggested ‘changes are being made so that you will 
know what our experience indicates to be the kind of authority that 
we think is needed occasionally to serve a family-sized operation 
that is decidedly different than the run-of-the-mill operation. 

The Cuarrman. I am not arguing that. A farm costing $80,000 is 
an awful lot of money to start a ‘family -sized farm. 

Do you supply the$ 50,000 ? 

Mr. Scorr. Yes, sir; we could under favorable circumstances but 
not tostart a man in business. 

The Cuarrman. What does he have to do; borrow $30,000 to operate 
it? 

Mr. Scorr. Our people have to find a sound basis for financing that 
will vary with the type of operation, Mr. Chairman, and we have 
no specific 

The Cuarrman. I am afraid that under this bill the $30,000 operat- 
ing loan would be on a promissory note. 

Mr. Scorr. No; we are intending to follow right through on the 
same policies that have been in effect right along i in this agency, of 
making loans that will enable the farm ‘family to get ahez ad; not to 
get them in debt over their heads, but on a sensible, sound proposition. 

The Cuarrman. Well, now, you say you are going to continue a lot 
of these things which are now in the law. You say you will continue 
to have veterans’ preference; that you will give preference to the 
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veteran. That was put in for one purpose, to enable the veteran to 
obtain a loan, not to de ny it to him. Now you propose to ti ake it out. 

This is a rather far-reaching bill. 

Veteran organizations have asked, in ¢ ommunics ations to me, “Why 
did you foster a bill to take aw ay the veter rans’ preference under the 
Farmers Home Administration law?” And I cannot answer satis- 
factorily. I think Mr. Scott has assured us that the veteran will get 
the preference, any way. 

Mr. Scorr. Yes, sir. 

The CuarrMEen. We will have trouble about that with the veterans 
organizations. Why do you deny the veterans’ preference ? 

Mr. Poace. You say that you are going to give the veterans’ prefer- 
ence, anyhow. If that is correct you are ac chieving nothing this 
change and are subjecting yourself to unnecessary criticism. 

The CuarrmMan. He w il not be subject to criticism. We will be the 
ones who will get the criticism from the veterans organizations, if 
we propose to t: ake it out. 

Mr. Poage. As it is now, somebody says, “This fellow over here is 
better qualified than that fellow over there,” but this man is a veteran 
and he gets the preference. 

Mr. Scorr. Not all of the existing laws of the Farmers Home Ad- 
ministration have a veterans’ preference provision. The reason we 
are recommending that this specific veterans’ preference be omitted, 
and announcing we intend to follow a veterans’ preference policy is 
this: that it is operating to exclude the service to some farm families 
in the real estate loan fie ld, in particular. With the limited amount 
of Federal funds available for the making of real estate loans, re- 
cently, when we have not had much opportunity to get insured loans, 
of course, the veterans came first, and were always given first prefer- 
ence. If there were any veterans’ applications on hand they were rec- 
ognized and Federal funds used to close those loans. 

Then there is the need to make some kind of an estimate of how 
many additional applications might be received, and it has resulted 
in their just drying up the funds for other borrowers. 

Frankly, it would be our purpose to go right ahead and give vet- 
erans the preference, if they have applications in. If there are no 
applications, to go ahead and consider other families. 

The Cuamman. If you have no applications from veterans, then 
you will give the nonveteran the next call. It just seems to me that 
for us to take it out of the law will subject us to a lot of criticism. 

Mr. Hoeven. I was going to bring up the same point. It seems to 
me that it is inconsistent to say that we are going to give preference 
to veterans and at the same time remove the veterans’ preference 
provision. 

You contend the procedure should be more elastic to also take care 
of applications from those who are not veterans. It seems to me you 
are inviting trouble when you attempt to bodily remove the veterans’ 
preference provisions. 

If your policy is going to protect veterans’ preference, I can see no 
reason why the law should be changed in any respect. 

Mr. Scorr. The only reason we have advanced this suggestion is 
that the present language in some instances has worked to ‘the disad- 
vantage of nonveteran families. 
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Mr. Hacen. Will the gentleman yield? 

What are those problems? 

He said it has created operating problems but he didn’t specify 
what they were. 

Mr. Smiru. There are two statutes at the present time that have 
veterans’ provisions in them. One is title I of the Bankhead-Jones 
Farm Tenant Act. That is the basic real estate program and the 
other is title V of the National Housing Act. The difficulty actually 
arises around whether or not the agency should operate the veterans’ 
preference policy on a national basis or whether or not it should just 
give preference to veterans in the processing of loans in the county 
offices. 

Now in the handling of operating loans under title II there is no 
provision for veterans’ preference in the statute. Yet the agency 
over the years has followed a veterans’ preference policy. But only 
in the processing of applications in the county office. i 

Now that provision has not given us any administrative difficulty. 

The Cuarrman. I haven’t heard of a single complaint in my dis- 
trict over the veterans’ preference. I thought it was operating 
smoothly and satisfactorily. You may have some difficulties now but 
it seems to me that you can certainly improve the situation by admin- 
istrative order. 

Mr. Smirn. Yes, sir. 

The CuarrMaAn. But suppose now after all of these years, you take 
out veterans’ preference, lock, stock, and barrel, I simply do not see 
how you can justify it. 

Mr. Smiru. Mr. Chairman, I believe all of us people here who have 
been working in and operating the program agree with the veterans’ 
preference policy. 

The CHatrrman. All of you don’t run for office. You can agree 
with it and all that, but I am thinking about when you are called upon 
in a veterans’ hal] to stand up and explain why you took out the vet- 
erans’ preference. ‘They will be inflamed and upset about it and you 
would find it pretty hard to explain. 

Mr. Scorr. Mr. Chairman, if we could make a record so that this 
veterans’ preference could be administered on a county level, I think 
that would get away from the problem. 

The Cuairman. I don’t see any objection to that. I think that is 
the way it should be—— 

Mr. Poacr. Who has raised the suggestion that it should not be on 
the county level 

Mr. Smiru. Under the present law, under the Bankhead-Jones Farm 
Tenant Act, title I, the veterans’ preference, goes to the use of the 
funds nationally for preference to veterans. 

Mr. Poace. Well, now, wait. Does it do that by law or does it do it 
by interpretation? Does the law say that it goes on a national basis? 
I thought it merely said it would be “veterans” preference.” 

Mr. Smiru. It saysagency shall give preference to veterans. 

Mr. Poacr. That's right, shall give preference to veterans. Now it 
doesn’t say that the preference shall be on a national basis. 

Mr. Smiru. No, sir. I believe—there are two provisions in the bill 
that get at this question of the use of funds for veterans’ preference. 
One is the distribution formula of the direct farm ownership loan 
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funds. That provides once the funds are allocated between the States 
based on the farm population and prevalency of tenancy in the States 
they can only be shifted between States to meet veterans’ applications, 
so that requires a national look at all times as to how many veteran a 
plications we have on hand and how the funds are shifted between 
States to meet veterans’ applications. 

We are merely suggesting to the committee that the better way to 
handle the veterans’ "preference policies of the agency would merely 
require preference in the processing of applications in our county 
offices 4 

The Cuamrman. Why couldn’t you by administrative order put the 
responsibility on the county office? I will tell you now I am not goin 
to vote to take out veterans’ preference. You have just got to live 
with this as we have for all these years. 

Mr. McIntire. Mr. Chairman, in listening to this discussion I think 
I can sense an area here which is not completely understood, and I am 
wondering if we could not work out some language here which would 
hold stric tly t to those sections of existing law wherein there is veterans” 
preference, and work out some language that will support the veterans’ 
preference at the county level but free up some of the administrative 
difficulty in the alloc: ation of funds. 

Mr. Surru. That is really what we are requesting. We just felt 
that the practical thing would be to have a policy of veterans’ prefer- 
ence. We are not objecting to that in any sense at all, but we were 
trying to get around these rather serious operating difficulties. 

The Cuatman. If I understand the provisions of this bill before 
us, your difficulty would be minimized if this bill is passed. You 
would not have the same difficulties in the future that you have had 
in the past. 

Mr. McIntire. I think, Mr. Chairman, it would be well that we 
established the fact that certainly veterans’ preferences are to be 
recognized in connection with the administration of the loans at least 
in jurisdictions where it is now recognized in existing law. 

Mr. Jones. Mr. Chairman é 

The Cuarrman. Mr. Jones. 

Mr. Jones. Is not the problem one that does not exist as much 
now as it would be if we adopted this bill, when you would discon- 
tinue the basis of making a distribution on the farm population? 
That is what you are getting into. Under the present law where you 
have it through the States anyway, you are not faced with it. But 
if you are fac ed with eliminati ing consideration of allocation of funds 
to the various States then you fear where there would be a preponder- 
ance of veterans, why you are going to have to take care of the vet- 
erans first before you get down to making your State allocation. 

Is that one of the problems you are running into? You wouldn't 
have it unless we do adopt the thing giving up the present law where 
you make the allocation on farm population and tenants and things 
like that? 

Mr. Scorr. If we can just get it down, Mr. Jones, to a basis of ap- 


plying the veterans’ preference provision on the county basis, we can 
get along very nicely. 

Mr. Jones. In other words your problem would be accentuated if 
we adopt the bill taking away the provisions of the present law of 
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allotting money on the basis of population and so forth, is that 
right ‘ 

Mr. CamppeELu. Section 4 of the Bankhead-Jones Farm Tenant Act 
which directs the allocation of direct loan funds between States on 
the basis of prevalence of tenancy and farm population also provides 
that there may be distributed to each State such amounts as are neces- 

sary to finance loans pursuant to all bona fide applications from the 
veterans qualified under section 1. 

The effect of that provision is that once the original allocations 
are made and yearly loan programs progresses, as the applications 
for veterans accumulate in any given area, funds are taken away from 
one State and put it into the State where the veterans’ applications 
are more numerous. So it isn’t quite accurate to say that eliminating 
the formula for the distribution of the direct loan funds is the thing 
that causes the trouble. 

We have trouble at the present time because it is a preference which 
goes to the availability of money as well as to the preferred treatment 
of veterans’ applications at the county level. 

If, as suggested, not only the distribution of funds on the basis 
of farm population and tenancy but also the reallocation of those 
funds to meet the needs of veterans is eliminated, and if veterans could 
be given preference within each county or service area this difficulty 
would be overcome. 

The Cuarrman. Was that not what I said a moment ago when I 
stated if we passed the bill as it is before us those difficulties would 
disappear ? 

Mr. Scorr. That is correct, Mr. Chairman. 

The Cuarrman. Without going into further discussion of it, you 
would just go ahead and administer at the county level. 

Mr. Hoeven. Mr. Scott, it seems to me another area of controversy 
is going to relate to your new appraisal proposals. Heretofore the 
appraisal has been made by the county committees, and you now 
propose to have an employee of the agency trained in making ap- 
praisals and thus eliminate the appraisal. at the local level. Appraisals 
made at the local level by the farmers themselves have proven rather 

satisfactory. The idea of sending in an outside appraiser from a 
distant point to appraise the land is not going to be understood in 
the first pli ice, and is going to lead to a lot of criticism it seems to me. 

What is the basis for your recommendation ? 

Mr. Scorr. Mr. Hoeven, we feel that the committees have been 
very helpful in administering this program, and we really intend to 
enlarge upon their duties somewhat. There is quite a turnover among 
these committeemen and that increases the job of training and guid- 
ance to keep reasonable uniformity in the appraisal of farms. It 
would be our purpose to have some employees around over the States 
to make these appraisals and not bring them in from some distant 
area. 

The Cuatmrman. Mr. Scott, let me interrupt you. Do you not 
already have area appraisers?) They come down into my district, 
go out and appraise a farm and give the committee their idea of 
what the farm is worth and then the committee either approves it 
or disapproves it. I do not see what difficulties you are encountering 
under the system you have now. 
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Mr. Scorr. It is working, but it is a costly and time- -consuming 
affair. The members of the committee, of course, should not attempt 
to arrive at an appraisal value of a farm without going over it, 
Furthermore they must keep themselves well-informed on all ap- 
praisal techniques. We have felt that this is a professional respon- 
sibility. As I said, we want to use these committees and think we 
can even broaden their work into what we might think of as a loan 
committee for a country bank. 

Their judgment i is very valuable. 

The Cuatrman. I know, but as a practical proposition do you not 
think that 3 good men living in a community would be better able to 
appraise the ‘property than some man who is coming into my district 
from Atlanta, Ga., or some other distant place like that ? 

Mr. Scorr. Well, we hadn’t thought or bringing him in from too 
distant a point to make this appraisal. 

Mr. Smiru of Kansas. Mr. Chairman, I wouldn’t vote for a bill 
that had that provision in it because every county in the State of 
Kansas has a different climate and a different soil and certainly the 
people that live in that county, the third and fourth generation, know 
more about that land than anybody else. 

All you are concerned with here is what will that land produce. 
There are counties in my district that cost you $20 to get $100 in hail 
insurance, and there are other counties that cost $5. Now I suppose 
somebody would come in there and would determine the $5 land was 
not as good as the $20 land. 

It is all a matter of practical application by people that have lived 
in that community. To put the authority requested in this act would 
just destroy the whole concept. 

The CuHarrman. Mr. McIntire? 

Mr. McIntire. Do I understand correctly Mr. Scott, what your 
present operation is, that you have in sach county a county com- 
mittee? I shouldn’t say each county but at least you have servicing 

each county office a county committee which is comparable to the 
territory that the county office administers ? 

Mr. Scorr. That’s right. 

Mr. McIntire. Does this county committee service this office in rela- 
tion to all of its institutions, its operating loans, its real estate loans, 
its water facilities loans? You have but the one committee servicing 
this one office. 

Mr. Scorr. That is correct, sir. 

Mr. McIntire. Then you have got here men who are not on — 
own right in the business of being county committeemen. They 
people interested in your program who have accepted the : peat? 
ments to the committee, and who meet periodically to review the ap- 
plications in connection with these various functions of the Farm 
and Home Administration. Now among those functions are the oper- 
ating loans. These men don’t go out and visit each individual farm in 
connection with an operating loan. I am quite sure they don’t. 

Mr. Scorr. No, they go out occasionally just to keep informed on 
lending experience and such. 

Mr. McInrie. By the same token these men are from the various 
geographic areas of the county or the areas serviced by the commit- 
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tee, and are familiar with a great many of these applicants and their 
farms individually. 

Mr. Scorr. That is right. 

Mr. McIntire. Do I understand that this committee has appraised 
this farm. In other words, they should physically visit the farm 
and determine its value, and that they make the appraisal? Is that 
the procedure at the present time 4 

Mr. Scorr. That is right, sir. 

Mr. McIntire. Now w hat you are trying to get at here, is to get 
the judgment of the county committeemen, but as far as the technical 
or appraisal valuation of this farm for a real estate loan, you will 
have the appraisal report from your appraiser. 

Mr. Scorr. That is right. 

Mr. McIntire. That as far as an appraisal of this farm is con- 
cerned, that you would suggest that the county committee be released 
of its specific responsibility of specifically appraising the property 
in person, and rest on the judgment of the employee to bring in a 
technical appraisal of the property as to value and physical character- 
istics and so forth. 

The Cuatrman. Isn’t that just about what you are doing right now ¢ 

Mr. Scorr. Mr. Chairman, this 

Mr. McIntire. This is exactly what the land bank system has done 
for many years. The appraiser for the land bank system has always 
been an employee, and he has had a territory to appraise, and he files 
an appraisal report that the directors of the loan committee of the 
National Farm Loan Association. 

Now they as individuals may be familiar with the farm, but never- 
theless the technical appraisal report is filed by somebody else who 
isa qualified appraiser. 

Isthis a fair observation of what we are discussing here ? 

Mr. Scorr. That is right, and we intend to take advantage, as you 
have suggested, of the experience of the agency and also of the farm 
credit system. As I mentioned earlier, we want to keep the committees 
very prominent in this work and are moving in the direction of them 
performing more responsibilities. 

In other words, we would bring this appraisal report into them. 
They would take the application and determine the creditworthiness 
of the man, his reputation and the attitude of the family toward their 
business. They would size up the purposes for which they need to 
borrow money and set up the loans in a good sensible way by applying 
their own good practical knowledge. 

We would relieve them of the responsibility of going out and look- 
ing over every farm and doing the technical appraisal work. 

The Cuarrman. Right there let me say there is nothing in the law 
that requires persons ul inspection by the committee. You do that by 
administrative order. If you don’t think it is necessary in particular 
cases why couldn’t you just not require it ? 

Mr. Camppety. Section 2(a)2 of the Bankhead-Jones Farm Tenant 
Act provides that “The county committee established under section 42 
of this act shall examine and appraise farms in the county with respect 
to which applications are made.” 

The Cuatrman. I was in error. It does require it. 
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Mr. McIntire. May I add just one further point? Would the 
county a providing he is qualified, be designated as an ap- 
praiser in his own county ? 

Under Federal land bank legislation, we have removed the require- 
ment that these appraisers be appointed by the appraisal subdivision 
of FCA. The law permits, with appropriate consideration, the secre- 
tary-treasurer of the National Farm Loan Association make ap- 
praisals. 

What is your position as to how close you would bring this appraisal 
work into the county ? 

Mr. Scorr. Mr. McIntire, at the beginning of this change, if we 
were given this authority we would start with the area man, and he 
has as you know three or four of these county offices, He is a man who 
works continually around in a rather small area, and it is conceivable 
that getting it underway and succeeding, that we might take some 
of these county supervisors. To begin with we had thought of 
stopping with the area man. 

The Cuarrman. Mr. Smith? 

Mr. Smiru of Kansas. The thing that I object to this whole thing 
that we are talking about is that ‘these appraisers you send out are 
nothing more nor less than social engineers. They think that they have 
to have a blueprint. Now I have had a loan turned down and maybe 
you know about it because there wasn’t enough cubic feet in the 
kitchen. Now that is what I object to about giving these blueprint 
engineers the authority to be able to tell an applic ant he can’t get a 
loan because there isn’t enough cubic feet in the kitchen. 

Mr. Scorr. Mr. Smith, we want these appraisers to be practical. 
We want them to have a good, thorough knowledge of the local com- 
munities, 

We know we must have these people located and serving in a rather 
small area if they are to do this job practically. We would like to 
look into that application that you refer to. 

Mr. Surru of Kansas. You had a man from Washington out there 
when the decision was made. 

Mr. Scorr. Maybe that was the trouble with it. 

Mr. Smrru of Kansas. That is what I am objecting to. 

Mr, Prente. I would like to ask against whose appraisal it would 
be applied, that is the 90 percent. Supposing) you had this independent 
appraiser or area appraiser come in on a loan. 

Would his determination of value be controlling or would the 
county committee ? 

Mr. Scorr. I think it would be the area appraisers’ determination, 
but we certainly would expect a great deal of weight to be given to 
the judgment of the committee. If they felt that the appraisals were 
not practical and there was something wrong with them, the State 
director would clear up questions of that kind. At least that is my 
understanding. 

Is that yours, Mr. Hansen, or Mr. Smith. 

Mr. Pirnte. It becomes an important question though, does it not? 

Mr. Scort. That’s right, but the appraisals would ‘be made by an 
area man who would be familiar with local conditions. If he is miss- 
ing the boat and not getting the job done properly, it seems to me 
that we would detect that “quick ly from reports from the county 
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committeemen. ‘They are practical farmers. They are right out 
there on the job as Mr. Smith or someone else said here a while ago. 

The appraiser would’t get off the track very far until we would 
know about it. We could step in and do something about it. We 
mean for these appr aisals to be made in a good practical sensible way. 

Mr. Prrnie. Then the only remedy would Se to have a new ap- 
—. 

Mr. Scorr. We would expect to rectify that in some way, by getting 
their thinking together. 

Mr. Poacr. Mr. Short. 

Mr. Suorr. Did I understand properly that you do now have ap- 
praisers ¢ 

Mr. Scorr. Yes, we do have. 

Mr. Suorr. If I understood the implication of the law properly, 
the primary responsibility rests now with the county committeemen. 

Mr. Scorr. That’s right. 

Mr. Suorr. What is the function of this appraiser that you have 
now and how you use him? What would be different under this con- 
templated change in the law or the present actual practice if you do 
now have appraisers operating, and if they are operating what do they 
do? 

Is it a duplication? Does the committee still follow their responsi- 
bility under the law of examining this farm or do they take the recom- 
mendation of your appraiser ? 

Mr. Scorr. May I ask Mr. Smith to explain just how these ap- 
praisers work now, please? 

Mr. Smirn. Mr. Short, this is a very good example I think of the 
simplifications that the Department is “attempting to get into this 
lending program. You see, under the law at the present time, there 
is @ provision providing that the Secretary shall have these farms 
appraised by competent appraisers, and then the law also provides 
that the farm shall be certified by the county committee after it has 
visited the farm, inspected the farm, and arrived at its fair and rea 
sonable value. 

That is two groups of people performing somewhat, the same 
function in connection with the size of loans that are to be made on 
farms. Now it is our impression that the appraisal function in con- 
nection with making real estate loans is a function that should be 
performed by employees of the agency who are trained in that partic- 
ular function. 

We have at present 235 appraisers all over the country. Their 
title is area supervisors, they have more or less supervisory respon- 
sibility for from six to seven county offices, and in addition to the 
supervisory function they perform in connection with the county 
oflice activities, they have also been delegated the responsibility to 
perform the appraisal function for the agency. 

We spend a good bit of administrative money annually training 
these 235 employees i in the function of farm real estate « appraisals, It 
is a very technical business and a very important business in running 
a large national lending operation. Now we are suggesting that 
that appraisal function. should not be performed by two people, 
that the trained appraiser arriving at the value of the farms is suffi- 
cient and that we use our county “committees in the real estate pro- 
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gram in the same manner and performing the same functions that 
they perform in connection with the other lending operations of 
the : agency; namely, looking at the material that has been assembled 
for them as to the qualifications of the applicant, as to his past ex- 
perience in farming, as to his past experience in dealing with creditor 8, 
and also sizing up whether this farm business that the farmer is 
proposing to operate can be handled and the debts be repaid out of 
farm income that he is applying for. 

So we would rather the county committee would be kept more or 
less as a credit committee rather than appraising farms. 

Now I would like to say one additional thing. The Farmers Home 
Administration program is far different from mi ny aye of the 
country. It is far different in North Carolina and in Georgia and 
in Mississippi than it is in some of the Western States or even than 
it is in the part of the country that Congressman Smith comes from. 
We have 1,440 county offices now through which we operate the 
agency's business. 

Some of those offices operate as many as 6 or 8 counties. Now we 
do not have a separate county committee in each county. We have in 
some areas, area committees, that service the county oflice, Under the 
present law, these county committees, if they appraise farms, have to 
travel many hundred miles sometimes to get to the farm. 

So that complicates and slows down the agency’s business. This is 
a part of the way that we modernize the Farmers Home Administra- 
tion activities, and we are merely presenting it to the committee on 
that. basis. 

We understand the importance of county committee’s functioning in 
this lending program, and we intend to use them in the manner as in 
the past, but we do not think it is necessary to have two branches 
or two sets of employees in the agency per forming the same fune- 
tion. 

Mr. Suorr. My only concern is, and I think the law was very 
specific in its original intent. I used to work for the Farm Security 
Administration. 

Mr. Smiru. Yes, sir. 

Mr. Snort. That the primary responsibility for approving these 
loans and arriving at the value of the farm and its repayment possi- 
bilities rested with the county committee, and it seems to me that it 
is perfectly right and proper to have a tr: ained, qualified appraiser 
offer his opinion as to the value of the farm ‘ 

Mr. SMITH. Yes, sir. 

Mr. Suorr. But I do not think that that should be the complete 
specific guideline that the county committee should have to abide by 
in recognizing or arriving at the value of the farm that they are 
going to approve in the loan application. 

Mr. Poace. Would the gentleman from North Dakota yield there? 

Mr. Suorr. Yes. 

Mr. Poacr. I think if you read the bill submitted instead of read- 
ing the statement it would probably avoid a good deal of this dis- 
cussion because the bill does exactly what you said. It says that 
the committee shall—this is on page 19, section (d)—it says the 
committee shall. 

It doesn’t say that the appraiser shall, but— 
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the committee shall with the assistance of appraisals. made by competent 
appraisers and under rules by the Secretary recommend a fair and reasonable 
value of the farm. 

So it still leaves the committee making the determination and not 
an imported appraiser. 

Mr. Suorr. I have no quarrel with that. 

Mr. Poaae. So I think the bill doesn’t do nearly as much violence 
as the statement of the gentleman would indicate that it does. 

Mr. Marrnews. Mr. Chairman, I would like to approach the bill 
from another angle. I would first like to thank the gentleman from 
the Farmers Home Administration and those in C ongress who have 
introduced the bill, and I would like to thank you “gentlemen for 
the wonderful service that you have given our people in Florida. 

I know of several instances where you have certainly gone on 
and beyond the call of duty and I want to express my appreciation 
to you. 

Now this is the problem that has not been brought out so far, 
and is I know a problem that weighs heavily with each of us. 

In my district constantly I hear the farmers express fears about 
the nonfarmers taking over. We are concerned with helping the man 
stay on the farm, but I see a tendency more and more for those who 
treat farming as an avocation to take advantage of the laws that 
we pass and ‘perhi aps supplant some of our legitimate farmers. 

Now here is the question. In your opinion, Mr. Scott, do you think 
the changes that we are proposing will make it easier for the non- 
farmers to become farmers? ‘That is about as specifically as I can 
put the question, 

Mr. Scorr. Mr. Matthews, we intend to adhere very closely to 
making loans only to people who have a strong farm background. 
We don’t intend to be setting up in business just rural residents, 
those that are townspeople just living out in the country. I don’t 
think that is our field. We agree with your statement as to the gen- 
eral feeling of farm people that there is this danger. We don’t want 
to in any way contribute to that. 

Mr. Marruews. In other words, there is no change insofar as 
putting the emphasis where it has been, on the family size farm 
operation ¢ 

Mr. Scorr. That is correct, sir. 

Mr. Marrnews. Thank you, sir. 

Mr. Scorr. We have this, spelled out right in the bill under title 
[ as an eligibility requirement that they have a farm background and 
recent farming experience, which the Secretary determines is suffi- 
cient to assure reasonable prospects of success. 

Mr. Marruews. Thank you, sir. 

Mr. Scorr. In carrying out that policy, we put a lot of emphasis in 
the guides for county committees and county supervisors in the selec- 
tion of applicants so as not to get into the financing of just rural 
residents. 

Mr. Hacen. Mr. Scott, ignoring the national allocation aspects of 
the veterans’ preference, does the situation ever arise in a county or 
area where because a veteran gets a preference some other person 
doesn’t get a loan ? 

Mr. Scorr. May I ask Mr. Smith to comment? He knows the 
record so well. 








56 


FACILITY IMPROVEMENT—-FARMERS HOME ADMINISTRATION 


Mr. Surrn. Yes, you have reference, Congressman, to real estate 
loans, sir? 

Mr. Hacen. Well, loans where the veterans’ preference applies, 

Mr. Sairu. Yes, sir, that has been our experience. We have not 
had sufficient loan funds taking into account both direct funds that 
are made available to the agency under the appropriation acts, and 
insured funds. We have not had sufficient funds to serve both 
veterans and nonveterans. 

Mr. Hacen. In other words in those areas you are operating under 
inadequate financing and this veterans’ preference then causes a 
choice between two qualified applicants, is that correct ? 

Mr. Smiru. In many instances it does. 

Mr. Hacen. Now do you direct these county committeemen? They 
have a pretty broad discretion I would judge, and do you direct 
them to apply this veterans’ preference? 

Mr. Smiru. Yes, our regulations do. 

Mr. Hacen. They have so many items of discretion that they 
could ignore the veteran if they wished ? 

Mr. Surrn. No, sir, not under the way our funds are handled at 
the present time. This year, for example, we have $24 million of 
direct farm ownership money to loan throughout the entire Nation. 

The first of the year these funds were distributed between the States 
based on the percentage of farm population and prevalency of ten- 
ancy. Then after the operation started during the year, we began 
to shift loan funds between States to meet veteran applications, so 
there was not much of an opportunity for committees, you under- 
stand, to ignore the veterans’ preference provision. 

Mr. Hacen. You are saying in effect then that the veterans got al- 
most all the direct loan funds. 

Mr. Smitn. That is right, sir. 

Mr. Hacen. Now with respect to these local committees, as I under- 
stand it with respect to some of these programs they can blackball 
any applicant ? 

In other words first the applicant has to clear with the local com- 
mittee; is that correct? 

Mr. Smiru. They have veto power, that is right, on the lending ac- 
tivities of the agency. 

Mr. Hacen. However, at page 103 of vour bill you have included 
some language that refers to section 5, indicating that with respect 
to that section they only recommend acceptance or refusal implying 
they cannot deny applicants. 

Mr. Smirn. What section of the bill is that? 

Mr. Hacen. It is page 103 of the committee print that we have. 

Mr. Soirn. I don’t have the committee print. If you have refer- 
ence to real estate loans, it provides that we cannot extend credit to 
an applicant in excess of the amount recommended by the county 
committee. 

Mr. Hagen. On page 103 it says. “Except for loans under section 5 
the county committee can certify in writing.” That is on page 103 
of the committee print. And again: 


For loans under section 5 the Secretary shall require the recommendation of the 
county committee when making or insuring the loan. 
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What I am trying to point out is with respect to section 5 the county 
committee does not have veto power but merely power to recommend 
acceptance or denial. Is that correct? . aki 

Mr. Smiru. I am not acquainted with how this ties in with tne cop 
of the bill that we have been working with, but I believe this has ref- 
erence to the soil and water conservation association loans. 

Mr. Hacen. The point I am trying to establish, I am not convinced 
as I am sure most of my colleagues are that this county committee 
thing is an unmixed blessing. They could turn an applicant down be- 
cause they didn’t like the color of his hair, or because he had a fight 
with members of the committee. Since this is a Federal program, I 
think in any event, all the county committees should have the author- 
ity to do is recommend, not refuse. But that is a personal opinion. 

Mr. Smiru. That has not been traditionally true in connection with 
the agencies’ activities, sir. 

They have had veto power. 

Mr. Hacen. I understand that, but I can see local problems on this 
because they could turn an applicant down because they didn’t like 
his wife or something like that, and you would have no appeal from 
that nor would he and they could conceal their real reasons for refusal 
most effectively. 

Mr. Smiru. We have found from experience though that the com- 
mittee system has worked very well in the handling of the agency’s 
business. ‘The only point that we have raised here for the committee’s 
consideration is the matter of clarifying how the committee functions 
in connection with its real estate business. Now, if this bill were en- 
acted as the Department has recommended to the committee, the county 
committees would have before them the applicant’s application, his 
financial statement, the type of farm he proposes to operate and what 
method of farming or what operations he proposed to carry on. 

It would have before the committee the appraisal of the farm by an 
agency official who is trained in that field. 

Then the county committee would have authority to either pass the 
loan as recommended or would have veto power on the loan. 

Mr. Hacen. I have two more subjects I would like to pursue. 

On page 8 of Mr. Hansen’s statement, this paragraph above title IT 
contains language which indicates you are enlarging this authority 
for loans to associations for water supply and so forth. 

Mr. Scorr. Yes, sir. 

Mr. Hacen. We have a particular problem in my area of California 
where during the 1930’s we had the influx of migrants from the South- 
west, the Midsouth, and so forth, who were part of the farm economy. 
They have shown a lot of initiative, have gotten a little plot of land 
and built their house and they have the problem of getting a water 
supply. Would this proposal, that you refer to, enlarge the oppor- 
tunity for them to get Government assistance in establishing a water 
works system ? 

Mr. Smrru. Congressman, this particular phase of the bill would 
not change basically what we are now doing in the agency except it 
would enlarge upon the size of the loans that we could make. 

Now we have authority at present under existing law to finance asso- 
ciation-type water facility associations up to $250,000 for either irriga- 
tion water or for drainage purposes or for domestic water supplies. 
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Now we have found from experience that the $250,000 loan limit has 
prevented the agency from satisfactorily serving some groups. 
Mr. Hacen. Could I interrupt you ¢ 
Mr. Smiru. Yes, sir. 
Mr. Hagen. This is your statement. In paragraph 13 on page 8 
you say: 
Most association loans are made to finance the construction of domestic water 
systems. 
Mr. Smirn. Yes, sir. 
Mr. Hacen. “The areas served include farmers” and so forth— 
“only the service prov ided is to be used primarily on farms and 
ranches. This restriction results” and so forth. 
Then you say: 


We therefore recommend that it be broadened to specifically permit loans to 
associations to provide services primarily to farmers, ranchers, and farm 
laborers and rural residents. Such authority would be used only to supple- 
ment the community facilities loan program of the Housing and Home Finance 

gency. 

In what respect, bearing in mind the problem of the rural farm 
laborers who have been living in communities they established at 
their own initiative, in what respect would this change help them? 

Mr. Smirn. The ones you have reference to now, are they farmers? 

Mr. Hagen. They are farm laborers. 

They are in areas were farmers operate. 

Mr. Smiru. Yes. The basic difference between what we are provid- 
ing here or proposing to the committee and what policy we are now 
operating under is simply this. 

The agency only makes these domestic water loans available to 
associations or groups based on a finding that 51 percent of the water 
will be actually used on farms. 

Now if this particular proposal is adopted by the committee, we 
would not be required to make that showing. We would be loaning 
to associations in rural areas where the association would serve farm- 
ers and ranchers, also rural residents and maybe a small rural com- 
munity, a little town and provide a water supply for it. 

Mr. Hagen. In other words, you would have to have a single farm 
included in this association under your proposal ? 

Mr. Smiru. Yes, sir, we would. 

Mr. Hacen. It might be 5 percent rather than 51 percent, is that 
correct 4 

Mr. Smiruo. We would have to make a finding that the service, 
the facility, was to be used primarily by farmers, farm laborers, and 
rural residents. 

Mr. Hacen. Under your proposal farm laborers would enjoy the 
same entitlement as farmers ? 

Mr. Smirnu. That is right. 

Mr. Hagen. This would be a good deal. It would help with the 
problems we have out there. 

Mr. Suirn. It would enable the agency to make this type of service 
available in more areas. 

Mr. Hacen. Does your proposal offer any increased opportunities 
of helping farmers to provide housing for farm laborers ? 
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Mr. Smiru. No, sir, it does not. It does not go beyond the present 
legislative authority for making housing loans. 

Mr. Hacen. However, you are in the business right now, aren’t you, 
of helping farmers prov ide housing for laborers ? 

Mr. Sairu. Only to the extent that housing is needed for the hous- 
ing of farm I: iborers on the particular farm unit that the structure is 
being placed on. 

Mr. Hacen. You mean permanent residents ? 

Mr. Smiru. That is right. We are not in the field now of finane- 
ing dormitory type housing for migratory laborers. 

We only have author ity to finance the construction of housing for 
laborers where the labor is being used on the particular unit in which 
the structure is being est: ablished. 

Mr. Hagen. One more question. Do you think this might well be 
an area that you could go into—helping the farmer provide housing 
for more transient type labor? 

Mr. Smirn. That is an entirely different field than we have been 
operating in up until now, Congressman. 

Mr. Hacen. But the laborer is in a sense a part of the farm. 

Mr. Smiru. Yes, but there are some other considerations over and 
above and beyond what we normally have been considering in making 
the type of housing loans that we are now making. 

When you get into the dormitory type facilities for migratory 
labor, you get into health problems, you get into sanitation problems, 
you get into all the urban problems in a way. 

Mr. Hacen. One more question. To what extent do you police 
the activities of these county committees in granting or denying ap- 
provals ¢ 

Mr. Siri. We carry on a very intensive training program with 
county committees. It is continuous. We give them more intensive 
training when they are first appointed on the committees. Then we 
carry on thereafter a continuous training program with county com- 
mittees. Our trained staff of people beginning with the State staff 
on down through the counties of course have w orked with county com- 
mittees. If we find that a particular committee is not passing on ap- 
plications in accordance with the agency’s policies, we do visit with 
the committee, our State director does’ or an area supervisor, and 
brings to their attention the agency’s policies, and we have not ex- 
perienced any unusual difficulty in handling that part of the program. 

Mr. Hacen. Mr. Chairman, I don’t want to belabor this, but you 
could very well get inequity in this program, because in a given area 
or a county you ‘might have a very strict type of committee whereas 
next door they are quite liberal in their attitude. 

I think actually we should not give them this final judgment power 
but merely give them advisory powers. That is just my own personal 
idea. 

Mr. Poacre. We are going to quit here but I would like to ask, in 
line with what Mr. Hagen has been discussing, I would like to call 
attention to the gentleman from the Department the suggestion that I 
made some days ago that I would like to see included in this act. I 
propose to offer an amendment and I hope you agree that you will ac- 
cept it at the end of this provision about the water facilities. I would 
like to see us add a further provision to the effect that such facilities 
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may be maintained and operated in any area where they have been 
established in spite of future incorporation of the territory. 

Now the purpose of such an amendment is to protect the FHA, 
Obviously if you do not put something of that kind in, I can foresee 
that your whole security will become practically valueless. If you 
allow some city to go out and ine orporate a part of the terr itory which 
you were properly serving as farm territory when you made the loan. 
Ten or fifteen years hence it becomes urban territory and is annexed 
by the city. 

Now in most cases the city owns the waterworks and in most cases 
the city would buy the facilities and pay a fair price for them. 

But if you allow cities or States to cut you off to where you can’t 
serve that territory, you would have a system of pipes in the ground 
but they would become worth nothing to you. 

They are not even worth digging up, and the city if it cares to 
squeeze, and some cities would squeeze a Government agency where 
they wouldn’t do it to anybody else, they can say, “We will pay you 
merely the junk value of your pipes and you pay for digging them 
up”, then you have lost your security. 

When a local authority can deny you the right to operate, your 
security isn’t worth anything. 

I simply want to suggest “that I am going to offer that amendment. 
I hope that the Department will accept it. 

Mr. Scorr. Mr. Chairman, it sounds to me like a very good addi- 
tion to the bill, a good safeguard. 

Mr. McIntire. Mr. Chairman, as we proceed with the hearing there 
will be an opportunity for the Department representatives to submit 
themselves for other questions. 

Mr. Poace. Yes, there will. Can you gentlemen be back here to- 
morrow morning? We will meet again at 10 o’clock tomor a morn- 
ing. Our attorney, Mr. Murray, has just suggested that I clarify a 
matter for the record, by asking if the legislative recommendations 
attached to the statement are the same as set forth in the statement 
itself and whether all the recommended changes have been approved 
by the Bureau of the Budget. 

Is that right? Have the recommendations attached to your state- 
ment, Mr. Hansen—have they been approved by the Budget? 

Mr. Hansen. That is correct. 

Mr. Poacr. You discussed them in your statement as being a part 
of the bill, did you not? 

Mr. Scorr They are department recommendations. 

Mr. Poace. I beg your pardon? 

Mr. Scorr. They are department recommendations. They have 
been approved by the Bureau of the Budget. Your discussion, Mr. 
Hansen, was a discussion of these proposed changes as well as of the 
bill as introduced, was it not? 

Mr. Hansen. That’s right, Mr. Chairman, and we have a little 
statement here of the changes i in H.R. 7628 recommended by the De- 
partment of Agriculture after clearance with the Bureau of the 
Budget—— 

Mr. Poace. I think we understand. The attorney just felt we ought 
to have that in the record. 
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Mr. Hacen. Mr. Chairman, are we going to hear the farm organi- 
gations on this? 

Mr. Poace. You will have to ask the chairman of the committee. 
I don’t know. We will continue to hear the Farmers Home Admin- 
istration tomorrow morning at 10 o’clock. We will stand in recess 
now until 10:00 o’clock. 

(Whereupon, at 12:10 p.m, the hearing was recessed, to reconvene 
at 10 a.m, Wednesday, February 24, 1960.) 














SIMPLIFICATION, CONSOLIDATION, AND IMPROVE- 
MENT OF FARMERS HOME ADMINISTRATION FA- 
CILITIES 


WEDNESDAY, FEBRUARY 24, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 13810, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

Present: Representatives Cooley (chairman), Poage, Gathings, 
Abernethy, Albert, Abbitt, Jones of Missouri, Hagen, Johnson of 
Wisconsin, Jennings, Matthews, McGovern, Breeding, Stubblefield, 
Hogan, Levering, Hoeven, Dague, Belcher, McIntire, Smith of 
Kansas, Teague of California, Quie, Short, Pirnie, and Mrs. May. 

Also present: Christine S. Gallagher, clerk; and Hyde H. Murray, 
assistant clerk. 

Mr. Poace (presiding). The committee will please come to order. 

Chairman Cooley was detained this morning, and has asked that 
we proceed. ' 

Yesterday, we had an opportunity to hear from Mr. Scott and his 
associates, Possibly there are other questions that the members 
want to ask. Does anybody want to ask any further questions ? 


STATEMENT OF KERMIT H. HANSEN, ADMINISTRATOR; ACCOM- 
PANIED BY HENRY C. SMITH, DEPUTY ADMINISTRATOR; 
CHARLES C. BARNARD, DIRECTOR OF THE BUDGET AND STATIS- 
TICAL DIVISION; AND HOWARD CAMPBELL, OFFICE OF THE 
GENERAL COUNSEL, FARMERS HOME ADMINISTRATION, US. 
DEPARTMENT OF AGRICULTURE 


Mr. McIntire. I made two or three notations here on yesterday 
that I would like to ask a question or two on. Perhaps I can direct 
my question to Mr. Hansen and Mr. Scott. 

The first question that I have is in connection with title I. It is 
my understanding that direct loans would be made at 5 percent? 

Mr. Hansen. That is correct. 

Mr. McIntire. And the legislation has an interest rate on insured 
loans to be subject to the rates to be determined as being fair and 
necessary in view of the current circumstances in order to get access 
to insured funds. In relationship to the applicant, where does that 
decision rest, as to which way this goes? This is important to the 
applicant, because it will determine the interest rate. How, from 
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an administrative standpoint, does that go? Could you tell us how 
this would be handled? On the one hand, the direct loan is at 5 
percent, and on the other hand, the insured loan is at an undetermined 
rate, or it is undetermined so far as any fixed maximum rate is 
concerned. 

Mr. Hansen. Historically, we have always been rather short on 
appropriated funds for the real estate program. I think for that 
reason we would see fit to place as many loans as possible, if funds 
were available, in the insured funds. I think that we can say that 
the insured loans would have priority, wherever other funds were not 
available. 

Mr. McIntire. But in your work with the applicant he would be 
fully aware of this particular situation, so that he would understand, 
would he, if he agrees to sign the note, which you put into the revolv- 
ing fund, that the interest rate would be above the 5 percent if it were 
an insured loan ? 

Mr. Hansen. The applicant would certainly be informed well in 
advance of the Ic in itself. 

I would like to refer this to Mr. Smith to see if he has any particu- 
lar comment at this time on this, if I may. 

Mr. Smiru. I think that the program would work differently at dif- 
ferent periods. There may be times when the interest rate for the in- 
sured loans would be comparable to the statutory rate for direct loans, 
In such an interest rate period we would have no difficulty in han- 
dling the direct loan. 

As to the insured loans, we would probably follow the same policy 
we are following now of giving preference to the insured loan. 

I think there is no use for us to say that there would not be some 
administrative problems arising in administering this long-term real 
estate program with a lower rate for the direct loans than there would 
be sometimes for the insured loans. 

Based on the amount of appropriated funds, though, that had been 
made available to the agency, I do not think that it would be any 
insurmountable problem. For example, this year we had $24 million 
available nationally for the farm ownership program. The average 
loan this year has been running in the neighborhood of $17,000. And 
with $24 million, with average loans of $17,000, that does not make 
very many loans available per State. 

So once the funds are allocated to the States, based on the history 
of the lending in that State, there will not be very many direct loans 
available at the lower rate situation. 

The Cuarrman (presiding). Will you yield? 

Mr. McIntire. Yes. 

The Cuarrman. When you speak of the total amount made avail- 
able, have you been given less than requested 4 

Mr. SmiruH. There have been years—— 

The Cuatrman. I am talking about the last 2 or 3 years. Was the 
money the Farmers Home Administration wanted in short supply due 
to the fact that the administration had not asked for the funds, or 
is it a fact that the Congress denied the funds—is it one or the other? 

Mr. Smrrn. Mr. Barnard could supply you with that information. 

Mr. Barnarp. In the last several years, going back to fiscal year 
1957, the President’s estimate has been what the Department asked 
for. 
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The Cuamman. The Congress has not denied you the money— 
you have not asked for it; is that it? 

Mr. Barnarp. That is right. 

Mr. Hansen. May I ask that Mr. Barnard give the figures as to 
how much was loaned under the insured program and how much 
under the appropriated route last year? That would’ give some 
indication of what would be required if it were all to go through 
the appropriated channels. 

Mr. Barnarp. In the year 1959, insured loans for farm ownership 
were a little over $35 million. That was the second biggest insured 
loan-year we ever had. The largest was in fiscal year 1956. 

The direct loan funds available in 1959 were $29 million. We had 
$24 million in the regular authorization, plus $5 million set aside in 
a contingency authorization which was released by the Budget Bureau 
and was used. 

The CuarrmMan. How about collections on the loans ? 

Mr. Barnarp. The collections on the loans have always been excel- 
lent. I think currently that the principal payments run around $20 
million a year. They are now catching up to loan outlay. 

The Cuatrman. How much do you have outstanding? 

Mr. Barnarp. I do not have that figure in front of me here now. 

The CHatrrmMan. Will you get that information for the record? 
I want to know how your collections are coming along. Will you 
put that in the record ¢ 

Mr. Barnarp. I can say that the average borrower has paid about 
105 percent of the amount that has fallen due on his amortized note. 

The Cuatrman. That is what I want to get. Thank ‘you. 

(The information to be furnished is as follows:) 

As of December 31, 1959, the principal balance outstanding on direct farm 
ownership loans was $257,749,575 and on insured farm ownership loans 
$186,208,586. 

Mr. Poace. Will you yield ? 

Mr. McIntire. Of course. 

Mr. Poacr. Mr. Smith, cannot we shorten all of the answers to 
Mr. McIntire’s questions by simply saying that if the ratés on the 
insured loans were 6 percent, and 5 percent on direct loans, you 
would lend all of the direct money before you would make any 
appreciable amount of insured loans—is that not actually what hap- 

ns 

Mr. Smirn. I think that would depend upon how the allocation of 
funds between States was made. 

Mr. Poaae. I am talking about within any State. You have allo- 
cated X dollars within the State. You have, let us say, $1 million 
cash for direct loans in this State. You will actually lend that $1 
million or practically all of it before you make any insurance loans 
in that State, will you not ? 

Mr. Smirn. Yes, sir; if the rate on the insured loans were in excess 
of the direct loan rate. 

Mr. Poacr. That is what we are talking about. 

Mr. Smarn. I think that is the way that it would probably work 
if considerations of veterans’ preference and other such factors would 
permit. 

Mr. McIntire. What I was interested in getting into the record, 
Mr. Smith, was the fact, if it is true—and I am assuming that it is— 
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and I wanted it for the record, that as the borrower and the farmers 
home supervisor are discussing some real estate loan, that it will be 
thoroughly understood by the applicant that there are these two fields 
in this lending area, and that if the insured loan route is used that it 
will be understood by the applicant that there is likely to be a differ- 
ence in the interest rate. Then, it would be with his complete con- 
currence that there might be an increase in the interest rate applicable 
to this loan, as contrasted with the direct loan. 

Mr. Smiru. That is right. 

Mr. McIntiee. There may be no direct loan funds available. And 
then one would have to take the other way ? 

Mr. Smirn. Right. 

Mr. McIntime. If this were true, then it would be a complete under- 
standing as to that ? 

Mr. Smiru. Yes. 

Mr. McIntire. I think it is important that that understanding is 
obtained at the stage of the application, so that there will be no mis- 
understanding at a later time, when the loan is being processed, 

I would like to take a moment on page 4, paragraph 7, Mr. Hansen’s 
statement, just for the record. My understanding is that this bill pro- 
vides for an increase in the amount of insurance funds for these real 
estate loans from $5 to $10 million. Am I correct in my understanding 
that you refer here to it as a part of the administrative procedure as 
between the actual signing of a mortgage and the dispersion of funds, 
the actual incurring of this mortgage to one of the parties insured on 
the loan ? 

Mr. Hansen. That is correct. We find that the $5 million fund is 
such, that many times, the loans are obligated into this fund, and that 
there is a period of time there between the loan closing and actually 
getting the entire transaction underway, so that $5 million is hardly 
sufficient to keep the program in operation. The $10 million seems 
more realistic to us at this time. 

Mr. McIntire. It is not the intention to freeze this fund. It is in- 
tended to be in a liquid position ? 

Mr. Hansen. This fund can only be used if we are reasonably sure 
that we can sell the loans to private lenders. 

And certainly it is upon that premise that we would want to ad- 
minister this phase of the program. 

Mr. McIntire. Now, turning to page 7 of the statement, Mr. Han- 
sen, in paragraph 11, I think for the record we ought to discuss this 
area just a little bit. 

Am I correct in my understanding that the recommendation as pro- 
posed in this bill, that is, the proposed amendments as contained in 
the bill—by these we are actually shifting a little bit from existin 
legislation as pertaining to real estate loans, and the loan base woul 
be 90 percent of the farm, while at the present time under direct lend- 
ing, the base can go to 100 percent ? 

Mr. Hansen. That is correct. 

Mr. McIntire. These loans, whichever way they go, would be de- 

endent on a certain percentage of value of the present value of the 
Fieri Q 

Mr. Hansen. That is correct. As we have operated in the past, 
a 100-percent loan on the value of the farm could be made under the 
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direct program. ‘The question that you previously posed here as to 
which funds we would make available to the applicant was pretty 
well outlined by itself. The man who had no equity at all would be 
the man who got the insured money, in most instances. 

Under this bill we propose that all real estate loans be made on the 
basis of 90 percent of the value of the farm. We feel that the ap- 
praisal of any type is not an exact science. There is always a certain 
amount of latitude in that. We believe that it would make for a more 
workable program, for more uniformity and a better job of appraisal. 

Again, I would like to refer the question to Mr. Smith ay you 
know, was in the program years before becoming Deputy Adminis- 
trator. 

Mr. Smiru. I believe you also have reference to the real estate loans 
that are proposed under the bill, in addition to the 90 percent. 

Mr. McIntire. I have this manuscript here, Mr. enh state- 
ment. This matter is on page 7. 

Mr. Smiru. That deals both with the 90-percent provision in the 
proposed bill, as well as the $50,000 limit on loans. 

I think that Mr. Hansen has described to you what the bill provides, 
insofar as the equity part is concerned that would be required of the 
borrower who receives these loans; namely, at the present time we 
are making some loans up to 100 percent of our appraisal value and 
the county committee’s value of the farm. And in the case of in- 
sured loans we are now following the 90-percent rule. 

Under this bill we would make all of our real estate loans under the 
90-percent rule; that is, not to exceed 90 percent of the agency’s ap- 
praisal of the farm on which the loan is made. 

In addition, this particular paragraph that you have reference to 
discusses the matter of $50,000 limit on real estate loans. I believe 
you gentlemen realize that when we attempt to recodify several dif- 
ferent statutes, that presents problems. At the present time we are 
operating under about four different rules on size of real estate loans. 

The first one is the soil and water loans made to individuals on in- 
dividual farms for soil and water purposes, which has a loan limit 
of $25,000. The loan can be secured by either a first or second mort- 
gage. So we might loan on a particular farm where the soil and 
water loan would be in the first mortgage position. In some in- 
stances, we do make loans back of other lenders such as the land banks 
or insurance companies, which means that the total debt on the farm, 
conceivably might be in excess of the $50,000 in the bill under con- 
sideration. 

In connection with housing loans, under title V of the Housing act 
of 1949 there is no monetary limit on the size of loans. It merely 
says that the Secretary has authority to make loans on farms for safe 
and sanitary housing and for farm service buildings. 

Those loans now are made on both a first mortgage and a second 
mortgage basis and, conceivably, may be made back of other loans 
where the debt on the farm, including housing loans, may exceed the 
limit that is proposed in the bill here. 

In connection with farm ownership loans that are made under the 
Bankhead-Jones Farm Tenant Act, there is actually no monetary 
limit in the statute at all at the present time. It does require the Sec- 
retary of Agriculture to establish county average values for family 
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type farms and that loans for the purchase of land may not be made 
in connection with farms that will have a value after the loan is made 
in excess of the average value of the family type farms in the county, 
That has been done all over the country. 

_ And I believe that the upper pee that have now been established 
in some areas are $50,000, and they range down from that to $2 

or less. on: | is ee 

But loans made under the Bankhead-Jones Tenant Farm Act, for 
the refinancing of debts and the development of farms, do not have 
any monetary limit in the statute at all. And some of those are made 
on units that have values in excess of $50,000, if not for farm purchase, 

Under this bill, it is proposed by the Department that the Ageney 
would have a $50,000 real estate lending authority. It could be used 
on both a first and second mortgage type loan, depending upon the 
circumstances of the applicant. 

Mr. McIntire. Mr. Smith, we are establishing here a loaning limit 
up to 90 percent of the appraised value of this farm. This is assum- 
ing 90 percent limit in connection with the Farmers Home Adminis- 
tration having a first lien. What will be the attitude of the Farmers 
Home Administration in connection with the amount of loans where 
the Farmers Home Administration would be a junior lender in con- 
nection with the total real estate mortgage indebtedness on the farm? 

Mr. Smirn. The amount of the first mortgage loan plus the amount 
of money to be advanced by the Farmers Home Administration, could 
not be in excess of 90 percent of the Farmers Home Administration 
appraisal of the unit on which the loan is made. 

Mr. McIntire. Thank you. I think it is important for that point 
to be thoroughly understood, so that we realize that it is in neither 
a junior or senior position. You wind up with a real estate indebted- 
ness of 90 percent of the appraised value of the property. 

Mr. Smiru. Yes. 

Mr. Poace. Will you yield for another question ? 

Mr. McIntire. Yes. 

Mr. Poace. I shall ask this of Mr. Smith or Mr. Hansen. 

What is going to happen to the tenant farmer who undertakes to 
make himself into a land owner ? 

I know that you are not presently doing very much of that, but that 
was the original idea to make home owners out of tenants. Where 
a tenant seeks to buy a farm, will he have to be able to put up 10 
percent of the value of that farm? 

Mr. Hansen. That is right. 

Mr. Poacr. Are you then lending money to buy the equipment and 
to operate it? 

Mr. Hansen. That is right. 

Mr. Poace. Somewhere he is going to have to raise the money for 
a 10 percent payment on the land. We will say that the average 
farm costs $14,000. He will have to raise $1,400 under this bill, if 
that is the average value, or will he? 

Mr. Hansen. He would have to have some equity; that is right. 

Mr. Poacr. Would it not have to be $1,400? 

Will it have to be in cash, or how else would you take it? You say 
he would have to have some equity. 
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Mr. Hansen. I think that I shouldn’t say specifically, but I think 
a goodly portion of those that we have assisted in the tenant phase of 
our program have been in the settling of estates, or with people who 
have acquired a bit of capital, either through their farming opera- 
tions or otherwise, so that they have equity in their chattels or if they 
have other capital that they might have gained through farming 
operations in the past. 

Mr. Poace. But for your purposes, he has got to have cash, is that 
correct? That is what I am talking about. 

Mr. Hansen. That is right. 

Mr. Poacr. He cannot come in to you with anything other than 
cash 

Mr. Hansen. Cash or equity in the farm if this is other than a 
tenant purchase loan. 

The Cuarrman. He can have equity in some other equipment and 
you will take that into consideration 4 

Mr. Hansen. That is right. 

Mr. Poace. I do not see anything along that line. I am buying this 
farm for $14,000. I might own no equipment. Actually you will 
lend me the money I need to buy equipment. But if I own the 
equipment outright you will not lend me the money I need on that 
equipment in order to make the $1,400 payment ? 

Mr. Hansen. That is right. 

Mr. Suitn. No, sir. 

Mr. Poaar. I did not think so. I still have to have $1,400 cash, re- 
gardless of what equipment I have. 

Mr. Suirn. We are only loaning up to 90 percent of our appraisal 
of the farm in order to close the loan. And for the applicant to get a 
deed to the farm, he will have to have the balance required in cash to 
close the loan. 

The CuarrMan. That is not what you are doing. 

Mr. Smiru. Yes,sir. In tenant purchase, it is. 

The Cuarrman. No, it is not. That is not the answer that I just got 
here. The applicant for a land purchase loan comes in and he shows 
that he owns stock, he owns equipment, he owns his tractors, and his 
wagons, and all of the other things. He owns them outright, and you 
say, “All right, you are qualified for this loan.” You have some way 
of getting around that 10 percent downpayment. He does not have 
to have $1,400 cash in his pocket, is that right ? 

Mr. Smiru. Mr. Chairman, we have two types of loans that we are 
now offering under the present law. 

If we have direct loan funds, we can make a loan up to 100 percent 
of our appraised value of the farm. 

If the applicant has gotten a good buy and he is not paying any 
more for the farm than our appraised value of the unit, certainly the 
loan can be closed without his having any additional cash. 

The Cuarrman. I want to point out that under your proposal now, 
the man would have to have a cash fund, would he not? 

Mr. Smirn. Under this particular bill that we are now considering, 
the agency would not loan more than 90 percent. of the Government’s 
appraised value of the farm that he is buying. So the applicant would 
have to have that in cash, the 10 percent, in order to close the loan. 
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Mr. Garuines. If the appraised valuation, however, turns out to 
be 10 percent higher than anticipated, and he did have his chattels, he 
would not have to have the cash, would he, in that instance ¢ 

Mr. Smiru. You are talking about an applicant being able to buy 
the farm for less than we appraised it for 4 

Mr. Garuines. Yes. 

Mr. Smrru. Technically, you would be correct under that circum- 
stance and under the present statutes. 

Mr. Poacr. That is what I want to avoid. If we get into that, we 
get into the situation of the Federal Housing Administration. They 
loaned more money on apartment buildings than the buildings cost. 

If you are going to deliberately plan to go into a proposition of 
lending more money than your appraisal of the property, or more 
money than the man is paying for the property, this thing will be- 
come scandal-ridden as much as anything we have ever known of in 
the history of this country. 

I think it is an extremely dangerous thing for you to deliberately 
plan to lend any man more money than he pays for the property. 

Mr. McIntire. I was speaking of an imaginary situation. Cer- 
tainly, you are presuming that the appraiser who is appraising the 
property is not going to appraise it incorrectly. 4 

Mr. Poacr. I have seen it happen. I have seen it happen in the 
Federal Housing Administration. I will not say that it is happening 
now, but I will not say that it has quit. I see buildings built right 
here in Washington, D.C., where the Federal Government has insured 
loans in excess of the cost of the property. 

Whenever the Federal Government. puts out either by insurance or 
by direct loans more money than the property costs, you have got a 
scandalous situation to begin with, and I would not like to have any 
implication that the Farmers Home Administration even thinks in 
the slightest of ever making a loan on that basis. 

Mr. Scorr. Let me say that we have never had any idea of that 
happening. 

Mr. Poace. Mr. Smith just answered Mr. Gathings that it could 
happen. 

Mr. Scorr. I think he must have been misunderstood. 

Mr. Smirn. We have no plans in mind, as you have indicated. I 
was merely trying to respond correctly to Congressman Gathings’ 
question. 

Mr. Poace. I think probably we ought to take steps to make sure 
that it cannot happen. 

Mr. Smiru. Under the present situation, you see, in connection with 
our real estate lending—I believe I am correct on this—and I think 
that the land bank people would probably bear this statement out— 
our appraisals of farm units over the country now represent about 70 
percent of the market value of farms. In other words, our appraisers 
are arriving nationally at appraised values of farms on which we are 
making loans, that would average out bout 70 perecnt of the present 
market value of the farm units. 

So the situation that Mr. Gathings mentioned under the persent-day 
situation could never happen. 

Mr. McIntime. Under the direct loans or the preferred loans, the 
direct loans of 100 percent and the insured loans of 90 percent, you 
have been operating in that fashion. 
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Has this indicated any weakness in the structure as you have ap- 

roached this question, as to either of these two avenues of doing this? 

Mr. Smiru. We have not detected any. I would also like to state 
that the agency has never permitted operating loans to be made to 
borrowers, to applicants for real estate loans, in order to enable the 
applicant to obtain the cash required to close an insured real estate 
loan. In other words, we do not use the operating loan authority 
available to the agency to assist borrowers to obtain cash required to 
close a 90 percent insured real estate loan. 

The CHarrman. Will you yield for one question ? 

Mr. Poace. Will you yield further? 

Mr. McIntire. Yes. 

Mr. Poace. In connection with the explanation that you have just 
given, is it not true that it is an illusion to assume because a man might 
have a few mares or a milk cow or some broken-down equipment, even 
an old tractor, that he was going to be able to raise any appreciable 
amount of cash to make a payment on a piece of land? You would 
not lend him the money on that; you just told us that. There is not 
a banking institution in the United States that I know of that would 
lend on that sort of security, when you are going to be the one who is 
going to be carrying the operation. 

They might lend to make a crop, but you are going to be the one 
who is going to finance him under this purchase program, and I do 
not know of a bank in the United States or any lending institution that 
would lend money on some old secondhand equipment where they were 
not even going to control the operation. 

Do you know anybody that would lend on that sort of thing? 

Mr. Smirn. No, sir. 

Mr. Poacr. I do not, either. I think we might just as well recog- 
nize that what we are doing here is requiring the tenant to have 10 
percent in cash before he can go into the program. I am not passing 
judgment on whether it is good or bad, but why beat around the bush ? 
That is what we are doing, folks, and we might as well face it. 

Mr. Smiru. I agree with you. : 

Mr. Scorr. That is exactly right. t 

Mr. Hansen. Yes. 

Mr. Scorr. May I say along that line that we are not setting out to 
make this difficult for good tenants to get into the ownership of real 
estate. But it does look like the level of real estate prices, as they are 
today, that it is just good business on the part of people who are goin 
into the ownership of land in some way or another to have accumulate 
at least 10 percent of the normal appraised value. 

And we are making this recommendation in the belief that it is in 
the interests of the people that we finance. And furthermore—— 

Mr. Poage. I think that you are making a serious case. 

Mr. Scorr. And one further reason for our doing this is, you may 
remember 2 or 3 years ago, we proposed to you that we raise the insured 
loan base to 100 percent, like we have on the direct loan program. This 
committee turned it down. 

We have since felt that you did exactly the right thing. 

That is a further reason why we are coming along now with this 
— to level it off in both programs at 90 percent of the appraised 
value. 
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Mr. JoHnson of Wisconsin. May I ask one question ? 

The Cuatrman. Mr. McIntire has the witness. 

Mr. McIntire. On page 7, in connection with this debt limit, Mr 
Smith, am I correct in my understanding that at the present ieee 
the $50,000 debt limit is in relation to the total that, notwithstanding 
to whom it is owed, and what you are proposing here is that this 
debt limit be directed only to the indebtedness owed to the Farmers 
Home Administration within the several purposes for which the Joan 
may be made? 

Mr. Smiru. That is right. 

Mr. McInrire. In your loaning, what emphasis do you place in 
arriving at a decision to make the loan on the debt the total debt 
structure of the applicant, notwithstanding to whom it is owed? 
If you remove this limitation, what consideration do you propose to 
give to the total debt of the applicant? Are we to assume that in 
making this loan we are not simply loaning into an intolerable situa- 
tion, but into one where there are other financial status which means 
some solvency / 

Mr. Smirn. If the first mortgage that is held by some other 
creditor is properly amortized over a long enough period of time, 
and the Farmers Home Administration debt is going to be on top 
of that and can be, of course, amortized up to 40 years, if the annual 
yayments on the two debts are clearly within the capacity of the 

orrower to meet them each year out of his farm income, it does not 
matter what creditor carries the lower half or the lower two-thirds 
of the debt on the farm, so long as that situation prevails. 

Mr. McInvire. Are these factors involved as a part of the deter- 
mination in making the loan? One is that all real estate debts will 
not exceed 90 percent ? 

Mr. Smirn. That is right. 

Mr. McIntire, Of the appraised value of the property / 

Mr. Smiru. That is right. 

Mr. McIntire. The other factor is that the indebtedness to the 
Farmers Home Administration will not exceed $50,000 4 

Mr. Smiru. Right. 

Mr. McIntire. The third factor will be that the annual carrying 
load will be, in the opinion of the Farmers Home Administration, 
within the ability of the operation to carry it under reasonable 
management ¢ 

Mr. Smirn. That is right. 

Mr. McIntire. Thank you very kindly. 

Mr. Jounson of Wisconsin. It seems to me you purchased quite 
a few farms during the latter part of the forties, 

How many farms did you purchase from people in the last fiscal 
year, in 1959, in Wisconsin, for instance / 

Mr. Smirn. I do not know whether we have it by States. 

Mr. Jounson of Wisconsin. Under the direct loan and under every 
type of program ? 

Do you have it by States ? 

Mr. Barnarp. I think I do have it here. 

In fiscal year 1959 in the State of Wisconsin, we loaned direct money 
to buy 34 farms for a total of $558,558 and we insured 61 loans for 
$1,041,350. 
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In the United States as a total, we loaned an insured money to buy 
997 farms for a total of $18,597,730. 

Mr. Jounson of Wisconsin. How does that compare with your av- 
erage for 1949 ¢ 

Mr. Barnarp. I do not think that I have that information. I do 
not have it by States. I may have it overall. 

In 1949 there would be many more loans for farm purchase, but 1 
do not have with me the number. 

Mr. Jounson of Wisconsin. How much more was it, do you have 
any idea / 

Mr. Barnarp. In fiscal year 1959, the loans to buy farms were about 
95 percent of all of the initial loans, In 1949 farm purchase loans were 
65 percent of all loans. 

The Cuarrman. Do you have that by States? 

Mr. Barnarpv. I do have it for fiscal year 1959. 

The CnatrMan. How about that for North Carolina—how many 
loans did you make in North Carolina? 

Mr. Barnarp. In North Carolina we made 25 direct loans for 
$508,420 and 7 insured loans for $94,680 to purchase farms. 

Mr. Garuines. Could he put that information in the record ? 

The Cruairman. Will you put the information in the record by 
States ? 

Mr. Barnarp. Yes, sir, I can put that in. I can put it in for 1949, 
I do not have it with me. 

(The information to be furnished follows :) 
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Mr. Jounson of Wisconsin. I have heard the statement that the 
cost of operating your offices is almost more than the loans that you 
have made. Isthere any truth to that? 

Mr. Barnarp. No, sir. The overall cost of the Farmers Home Ad- 
ministration if looked upon in the way that a business or a bank 
would look upon it, is about as follows: The interest payments that 
we receive are sufficient to pay the losses plus the interest we pay the 
Treasury, plus about 40 percent of our administrative expenses. 

Mr. Jounson of Wisconsin. Would it be possible to put in the rec- 
ord the farm loans made from the time the act came into being, which 
I believe was in 1946 ? 

Mr. Barnarp. It was 1937. 

The Cuatrman. I think that would be a burden on the record. If 
you want that information you can get it from the Department. 

Mr. Jounson of Wisconsin. How about from 1949 to 1959? 

The Cuarrman. That would be all right. I would like to know that 
and I think that the committee would like to know it. 

Mr. Barnarp. All right. 

(The information to be furnished follows :) 
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The Cuatrman. I was under the impression that you were not mak- 
ing any land purchase loans. 

‘Mr. Jounson of Wisconsin. I do not believe that they are at that 
rate. 

Mr. Barnarp. Relatively, we are making fewer. 

The CuarrmMan. They say they are making them. 

Mr. Gaturnes. You are recommending that the appraisals of the 
family type farms be made on a unifor m normal value basis. Would 
you use that theory, or the earning capacity value basis. Will you 
comment on that?” Just where would it be a better policy to come 
up with a uniform value market basis of that land, rather than using 
the earning capacity value basis ? 

Mr. Siru. Mr. Gathings, I believe that it was stated yesterday 
that the agency’s appraisal work is done by approximately 235 area 
supervisors. And, naturally, the agency has quite a difficult task of 
keeping these appraisers trained and currently informed and making 
appraisals for the agency based on current appraisal factors. 

At the present time, the Bankhead-Jones Farm Ten: int Act, insofar 
as adequate, full-sized family farms are concerned, requires the agency 
to appraise the farm solely on the earning capacity value basis. 

The loans we make on less than the f: umily sized farms are appraised 
on the normal market value concept. 

The loans in connection with the housing program are made on the 
normal market value appraisal. 

That has given the agency some difficulty in the administration of 
its appraisal program, because the appraisers have had two appraisal 
policies to follow in connection with carrying out their responsibility. 

Mr. Garurnes. Is the result of that a more uniform appraisal pro- 
gram ¢ 

Mr. Smirn. The normal market value permits the appraiser to rec- 
ognize the location of the property in relationship to markets, farm to 
market roads. Also, permits him to take into account the location of 
the property in connection with possible off-farm employment that the 
applicant may want to have available to him. 

So the appraiser in using normal market value concept would have 
some factors that would influence the value other than purely the 
earning capacity of the farm unit. 

Mr. Garuines. It is a more liberal policy, is it ? 

Mr. Smirn. I would not say it is more liberal, but I would say that 
the other factors that the appraiser would consider in arriving at what 
he considers the normal market value of the farm unit would, probably, 
present him with a broader gage for arriving at the proper value for 
lending purposes. 

The CHAIRMAN. You were asked about the number of loans, Mr. 
Scott. How can you justify continuing to operate an agency of the 
type you are opel rating if you have only 10 loans per State? T do not 
see how you can justify employing appraisers to appraise 10 loans per 
year. I know you are engaged in some other business other than 
making land purchase loans to worthy tenant farmers. You make 
operating loans. That is under the old act, the Emergency Feed Act, 


ET 
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and the Farmers Security Administration. They were all loans based 
upon the requirement that it would activate the farm. At that time 
you visualized long-range a isan through which you could abolish 
difficulty on the farms. I believe your records will show that you did 
make great headway to begin with, but it has tapered off now and you 
are making only 10 loans per year in each of the States. It seems to 
me that something needs to be done, either to make a liberal program 
out of it or to fold it up. 

Mr. Scorr. I wonder if we could have Mr. Barnard put in the 
record the other types of real estate loans. Most of the inquiries, I be- 
lieve, are for adding to their farms or something else. 

Mr. Barnarp. We have been discussing the farm ownership loans 
only. 

The Cuarrman. For the benefit of the committee and the record 
will you state the volume of operations on that particular program ? 

Mr. Barnarp. With respect to appraisals, however, in 1959, we 
made around 13,500 real estate type loans that would be involved in 
title I of H.R. 7628. 

The CuHarrMAN. In what period is that? 

Mr. Barnarp. In fiscal year 1959. 

The CuarrMANn. That is quite a number. 

Mr. Hansen. Yes. 

Mr. McIntire. If I might interject, I would like to pin this down 
for the record. I would like to ask as to the number of farm purchase 
loans made in each State. Can you give us the number of applicants 
in each State in the same period of time? I think that is an important 
aspect here as to the demand for the loans, and the relationship of the 
demand to the number of loans which were actually made. Do you 
have that information available ? 

Mr. Barnarp. Traditionally the applications have often been up 
to 20 or 30 times the loans. 

The CuHarrMan. 20 to 30 times ? 

Mr. Barnarp. Yes. You must consider that a large part of appli- 
cations on hand are to buy farms, and it is not possible to buy many 
farms on an earning capacity value basis. Everybody cannot find a 
farm in the community that he wants to be in. 

The CuarrMan. You will put in the record then the information 
that we are asking you for, that is, the number of applicants for 
loans, the number of loans approved, the number of loans disapproved, 
and then some information as to why they were disapproved, whether 
because of lack of funds, if they were disapproved for that reason, and 
so forth. 

Mr. Barnarn. Yes. 

(The information to be furnished follows :) 


The following table shows the number of farm ownership loan applications 
received and on hand for consideration compared to the number of farm owner- 
ship loans under title I of the Bankhead-Jones Farm Tenant Act for the fiscal 
years 1947 through 1959. The difference between the number of loan applica- 
tions and the number of loans represents many factors in addition to the num- 
ber of applications disapproved. The principal factor is the large percentage 
of applications from individuals who desire to borrow funds to purchase a farm 











82 FACILITY IMPROVEMENT—FARMERS HOME ADMINISTRATION 


or to purchase land to enlarge the farm the applicant already owns. It has 
been very difficult to find farms which can be purchased and improved at their 
earning capacity values. Also, it is very difficult for owners of inadequate farms 
to find land adjacent to their present holdings which can be purchased for use 
in enlarging their present farms. In addition, many loan applications are dis- 
approved because (1) the proposed farming operation is too small to constitute 
an economic farm unit on which the applicant can make a living and pay his 
indebtedness, (2) the applicant’s managerial ability is not considered sufficient 
to permit him to carry out successfully the proposed size operation, or (3) the 
appraised value of the farm on which the loan is to be made is not sufficient to 
meet the amount of the proposed loan. The lack of adequate direct and in- 
sured funds has resulted in disapproving some loans and of course has resulted 
in some individuals not making application because no funds were available. 


Direct and insured farm ownership loans 











| Applications Number 
Fiscal year Applications | for considera-| initial loans 
received tion during made 
year 
——$$ —_— —_— —__-_—_ —_—-—— -— --—- — — — ---— |-—— 
SD OE Rae Be 42 OB eidd ha eos 62, 540 | 113, 551 | 5,489 
rn a ae ck. i aiekaliade ic 36, 950 90, 485 2, 167 
ee te By ; dr a Les 44, 720 79, 676 3,016 
1950____- eae eae bea ‘ ae silat eh 51, 238 92, 482 3, 896 
ee ah eigntdecehoed ilieemdinipislarannbaa peathant 37, 214 | 82, 324 4, 166 
SSRIS ee eae eeagndisestts aha 32, 394 66, 300 2, 629 
_, eee Bele ala aa i an eee 25, 370 53, 426 2, 460 
eee fe at eee eighties ncanccadt 25, 889 | 43,951 | 2. 387 
eS ee 8 . sania eu SS Se ae ee eal 35, 440 52, 265 | 4, 318 
ee ee . 5 ec) | 28, 884 47, 102 | 4, 383 
MOR noe, pecei a tot nt ee 8 ee gt 34, 839 | 48, 310 | 5, 360 
ce a cteecen Sa ae ‘ eee es bam 22, 533 39, 800 | 3, 355 
Re. oot h ee Fe so ei es SDE. is tece 21, 961 | 34, 432 | 3, 958 








_ Norte.—Applications which are not rejected or withdrawn are retained as active through the first succeed - 
ing fiscal year. The “applications for consideration during year’’ above represent the applications received 
plus the applications carried over from the preceding fiscal year. 


Mr. Jounson of Wisconsin. And the 13,000 that he mentioned, what 
type loans does that take in ? 

The CuatrMan. In large and small units? 

Mr. Barnarp. I can give you the breakdown for the record. 

In fiscal year 1959 we made farm ownership direct and insured 
loans in the number of 4,452. 

We made soil and water conservation loans to individuals in the 
number of 854. 

We made soil and water conservation loans to associations, which 
are involved in title I, in the number of 53. 

And we made farm housing loans under title V of the Housing 
Act in the total number of 8,186. 

Mr. Scorr. May I respond a little further to that? 

Mr. Jounson of Wisconsin. Excuse me. Were those housing loans 
for building new homes, or putting additions onto old homes? 

Mr. Barnarp. Most of them were for building new homes, but they 
are available for improving houses and improving outbuildings. 

The Cuarrman. Go ahead, Mr. Scott. 

Mr. Scorr. May I respond a little further to your general question 
there about the cost of the agency which is, certainly, a most perti- 
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net question, Mr. Chairman. We have considered this many times. 
It is an issue that we keep in front of us all of the time. 

We feel that the agency, in spite of its reduced number of farmers 
isserving a very worthwhile purpose. 

I am sure that this committee well realizes that this is a most diffi- 
cult field of lending, to take and select from the many applications 
that come into these offices the good families that are determined to 

o ahead and make a success in farming and to loan them the high 
Sms that are involved in this authorization and to make those 
loans successful, and to help these people become well established when 
they cannot get credit from other sources. That is, certainly, a service 
that is not available in any other place in the country. 

The CHarrMAN. Let me interrupt you. 

You do not have to sell us on the idea as to the value of the program. 
I did not mean to question the program; I am for it, and you know 
that. I have been for it all of the time. 

What I want you to do is to put something in the record to justify 
your continuation. 

Mr. Scorr. Thank you, sir. We do feel that this is bound to be a 
costly program. It cannot be successful—you cannot loan money 
under the authorities we have, these high-rate loans, and get the money 
back and help people become established and graduate to other sources 
of credit, and turn around and do that for other people without spend- 
ing a good deal of money. If you do not have close supervision of 
these loans, if you do not have a good analysis of these businesses, a 
good intelligent setting up of tests for the loans, the thing would be 
a mess. 

I think that the record of collections speak very well for the kind 
of people we have administering this program. 

The CHatrMan. We want you to put in the record that information. 

(The information to be furnished follows :) 


Recent record of repayments on loans 


LOANS ON A VARIABLE MATURITY BASIS 





ace _ — = ~< 


Farm operat- | Water facil- | Emergency, 
ing loans ities loans to | fur and special 
individuals | livestock loans 


Cumulative as of June 30, 1959: 








OS SPER eer een ee eee $29, 765, 864 $569, 126, 294 
I TIO, 6 inn dsca Gu ceuinbanda idedbncdéeee | 1, 220, 481, 581 23, 931, 846 527, 585, 274 
Collections: (sry sT TACT Bd +-AtHy “tLe TRI 
| ee ee eee 23, 455, 146 491, 910, 711 
BE. cncccescce bbc asdduthbcebabbobsldesebale pnp 113, 702, 699 3, 297,119 | 18, 440, 050 
Total collections... _- va eaveacendas 1, 274, 898, 424 26, 752, 265 510, 350, 761 
Principal written off___- : eB 11, 679, 194 43, 287 | 2, 809, 105 
Judgments... .. 1, 801, 978 30, 318 1, 010, 418 
Unpaid principal balance. 379, 962, 924 | 6, 237, 113 73, , 396. 060 





Ratio pe ary to matured oon - 
CN aac ak weil henhane ss nell sotenns oibderbienwl 95.1 98.0 93.2 
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Recent record of repayments on loans—Continued 


REAL ESTATE TYPE LOANS ON AN AMORTIZED BASIS 


Farm ownership loans cumu- Water facili- 
lative through Mar. 1, 1959 ties loans to 
ree Bi ee Negi associations 
and direct and 

| Farm housing insured soil 





Item | loams cumula- | and water con- 
tive through | servation loans 
Direct Insured | Dee. 31, 1959 | to individuals 


and associa- 
tions cumula- 
n e through 








| 
Jan. 1, 1959 
a ocean _ eee won gens ees prem panctntonemerhacegl onncindetinkia Le 
Total amount loaned_-.- $578, 622, 212 $219, 334, 808 $232, 671, 124 | $52, 139, 481 
Borrowers paid in full or otherwise | | | 
satisfied: | 
Principal credits: | j 
Cash payments: 
Principal... 275, 905, 359 27, 337, 936 26, 750, 775 | 6, 192, 615 
Interest payments and in- | 
surance charges 52, 766, 449 5, 115, 105 5, 638, 435 | 524, 065 
Writeoffs and judgments: | | 
Principal... 3, 039, 214 175, 067 46), 998 1, 554 
Interest 272, 451 2, 043 7, 166 y 
Borrowers with unpaid balance as of 
Mar. 1, 1959: 
Principal and interest scheduled 
installments due 93, 990, 397 36, 806, 204 44, 526, 699 14, 763, 134 
= | = —= 
Principal and interest payments: | 
Regular and advance payments | 
made on scheduled install- 
ments__ 98, 399, 778 39, 473, 887 45, 242, 963 13, 854, 7% 
Extra payments and refunds 9, 214, 506 2, 626, O11 3, 115, 188 1, 171, 046 
Total payments-_-_--_- } 107, 614, 284 42, 099, 898 40, 358, 151 Ls 5, 025, 7 77: 
Percent of regular payments to 
scheduled installments | 105 107 104 4 


The CHarrman. Mr. Short. 

Mr. Suorr. Mr. Scott, is not an important factor in the relation- 
ship of the number of applications that you people have as compared 
to the number of loans that you actually make, the fact that the 
earning capacity of these farms that are under consideration and 
the actual true, current sale value of these farms are two different 
things? 

As I well know you have a responsibility in approving a loan for 
an individual, so far as the cost of the farm involved, of the individual 
being able to ‘make a decent living and to repay the obligation. For 
whatever reasons there may be, we all know that many times the 
current cash sale value of the farm is a figure that is a far ery from 
what any fair-minded person can work out on a family type operation 
basis as the true long-time earning capacity of that farm. 

Many times, as you people well know, it is no kindness to make a 
loan to somebody that you know when you make the loan will never 
be able to pay it off. I am sure that is one of the reasons that many 
of these loan applications that you continuously receive never result 
in a completed loan. 

Mr. Scorr. That is right, Mr. Short. In most instances, it is by 
common agreement between the applicant and our county supervisor 
that they just should not go into this possible purchase of a farm. 
They reason that out and explain it. 
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That is the main reason why there are so few farm purchase loans. 

Mr. Scorr. A question on another subject. 

I do not quite have in mind the picture of your loan limitation 
under the provisions of this bill. Supposing you have a farm that 
an individual is satisfied with and you can arrive at a price that 
reaches up to the $50,000 limit. That farm still needs a new home. 
Possibly and conceivably there is need for water and soil facilities. 
Can you add those on top of the original farm loan of $50,000 ? 
To put it this way, specifically, could you lend $50,000 for the farm 
and another $10,000 for the home and another $10,000 for other 
things ¢ 

Mr. Smiru. Mr. Short, the loan that the Farmers Home Adminis- 
tration would make under this bill in connection with real estate 
lending could not exceed $50,000, including all of the purposes that 
you have mentioned. 

In addition, it may not exceed 90 percent of the agency’s appraised 

value of the unit on which the loan is made, and the loan to be advanced 
would include funds for improvement to be made to the farm and farm 
buildings. 

Naturally, they will have to be within the $50,000 limitation. 

Mr. Sort. All of it has to be within the $50,000 limitation ? 

Mr. Smirn. Yes. The authority to make soil and water loans will 
be abolished. That will be incorporated in title I loans. 

The authority to make farm housing loans will be incorporated in 
title I, of the bill which is before the committee. 

Mr. Srorr. That was the point that I wanted to clarify, so far as 
I was concerned. 

Mr. McIntire. They would be included in it—I mean, every im- 
provement would be included in the appraisal ? 

Mr. Smirn. That is right. The appraiser would take those into 
account in arriving at his determination of the value of the farm. 

The Cuarrman. For how many years do you carry a delinquent ? 

Mr. Smiru. We have no set policy, Mr. Chairman. 

The Cuatrrman. At one time you fixed 5 years as the limit; did you 
not ¢ 

Mr. Smrru. In connection with operating loans, the original statute 
that you have reference to provided that we could not advance more 
loans to a borrower who had been indebted for such loans for a 
period of 5 years. That was extended by the Congress first to 7 
years and again in 1956 to a 10-year period, and this. particular bill 
carries the 10-year limitation on operating loans, but this limitation 
does not apply to real estate loans. 

The Cuamman. Do you have any records of those who have been 
delinquent for 10 years? 

Mr. Smrrn. I could not say, Mr. Chairman. Our policy on carry- 
ing delinquent borrowers is simply this; that if a borrower, even 
though he is delinquent on his loan, if our local supervisor, in work- 
ing with the family, has reached a decision that the farmer can even- 
tually pay his debts and be successful in his operation, we carry the 
loan in that delinquent status and let him pay out of each year’s 
income as much as possible on the loan. 

The Cuarrman. You carry him for 10 years. Under the law you 
have to drop him; do you not? 
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Mr. Smiru. We cannot advance him any more funds after 10 
years. 

Mr. Horven. Mr. Smith, on the other side of the picture. Just 
when do you graduate a borrower to private lenders? 

Mr. Smiru. When he has reached a financial position that will en- 
able him to be eligible for loans from private sources. 

Mr. Hoeven. Specifically, when do you put him back on the private 
credit side? 

Mr. Soiru. I think that would have to be considered now in the 
light of what kind of loan the farmer owed us, Under the present 
law, unfortunately, there is a provision in the statute that we can- 
not require a borrower of the agency to seek private financing unless 
he can obtain the private financing at a rate of interest not in excess 
of 5 percent. Under the bill that is before the committee, we would 
be privileged to write into our mortgage contract with the borrower 
that when his financial position has improved whereby he can obtain 
credit from private sources at prevailing rates of interest charged by 
other private and cooperative credit institutions, we could require 
him to obtain loans from private and cooperative sources and pay 
off our loan. 

In connection with our real estate lending, the Federal Land Bank 
and the national insurance companies normally loan up to 65 per- 
cent—from 60 to 65 percent—of their appraised value of the unit. 
So it would mean that when a farmer obtains 35 percent equity in his 
farm, he would under normal conditions be able to obtain other 
financing. 

And we would require him to do that. 

In connection with operating loans, it would be a matter of judg- 
ment and it would be a matter of the attitude of the local creditors, 
When he had paid the mortgages down on his livestock and machinery 
to the point where he could meet the credit standards of production 
credit institutions, associations and banks, banks doing agricultural 
lending or other sources, when he could meet their standards, we 
would require him to refinance our loan. 

Mr. Hoeven. You would make the determination ¢ 

Mr. Smirn. That is right. 

Mr. Scorr. May I say in further answer to that, it is the general 
program throughout the agency, in all of the county offices, to en- 
courage our county people to keep a good close relation with the local 
banks and the production credit associations, and to get them inter- 
ested in some of these good families earlier than they are ready to 
graduate so that they will be following them. 

It is a continuous process of helping these people become well-estab- 
lished with other sources of credit. 

The CHarrman. You say that under the proposed bill you could 
graduate these people out when they are able to obtain credit at pre- 
vailing rates ? 

Mr. Smirn. Yes. 

The Cuatrman. The limitation in the law now is that it is 5 percent? 

Mr. Soiru. Yes. 

Mr. Breepine. How long do you carry a client if you find that he 
cannot pay, or do you ever foreclose on them / 
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Mr. Scorr. Yes, there is a definite policy of discontinuing credit 
whenever it is hopeless. The collection policy is very sympathetic, 
it should be stated. They try to work these matters out with the 
borrowers, unless there is some bad faith, and then they move imme- 
diately, but if it is a case of just being in a situation that becomes 
hopeless for some reason or another, they usually always try to ar- 
rive at an agreement with them to sell their property and do what is 
necessary to wind it up. 

Mr. Breeptne. Has the agency lost any money—are we in the red 
as an agency ? 

Mr. Scorr. Yes, this is based on losses. 

Mr. Breepinc. Could we have in the record that information. I 
think that it would be helpful ? 

Mr. Barnarp. Yes, I can furnish that. I can give you offhand 
the volume of our loans outstanding, if you want that, Mr. Breeding. 

Mr. Breepine. Yes. 

Mr. Barnarp. As of December 31, 1959, we had $801 million of 
Joans outstanding that would be involved in titles I and IT of this bill, 
that is, direct loans. 

We had $47 million that would be involved in title III, the emer- 
gency type loans. 

And there were insured loans outstanding of $202 million in the 
hands of private lenders where we have a contingency liability. 

Mr. Breeprna. Is there any way of telling over the period of years 
how much money the agency has lost ? 

Mr. Smiru. We can supply that for the record. 

(The information to be furnished follows :) 


Estimated principal losses on loans of the Farmers Home Administration 











Cumulative Estimated 
advances to principal final | Actual realized Principal 
Type of loan borrowers, loss as a loss to date judgments 
June 30, 1959 percent of by writeoff taken 
advances 
bi hci Gomcetinediiais -—-| — hl tiaidpenbht iia 
NE sac co ds seis citee sed $818, 524, 810 1.1 | $2, 780, 634 $536, 023 
NE a ac maeints 209, 837, 033 5 18, 733 27, 366 
Soil and water conservation__.-........ 84, 889, 837 2.0 44, 826 30, 318 
NS ee ET ae ee 1, 554, 639, 821 4.1 11, 679, 194 1, 801, 978 
From disaster loan revolving fund: 
Production emergency. ........-.-- 345, 147, 134 3.3 2, 438, 193 574, 392 
Economic emergency_..........---.| 100, 529, 227 | 3.3 136, 644 130, 159 
Deere ates ; saat 5, 656, 829 | 3.0 81, 954 | 2, 800 
Orchard......-- = oil 267, 130 | 0.4 Aid adémajeddaciebindbacest. tee 
Special emergency.................. 30, 324, 334 | 1.3 17, 635 3, 522 
Special livestoclk. . sie cuswsseucnue 87, 201, 640 | 5.5 134, 679 299, 545 


ing. 











Mr. Jones of Missouri. I was interested in this matter of oo 
At the time that you were making such a large volume o 


loans, 


say, in 1949, along in that period, did you have a larger number of 


appraisers then, than you | 
Mr. Smitn. No, sir. 


lave now ? 


The agency at that time had a little different 


policy in connection with staffing for carrying out its appraisal work. 
The appraisal work then was done by appraisers attached to State 
staffs and they traveled out from the headquarters in the States and 
erformed the appraisal work all over the territory covered by the 


tate office. 
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_ In 1958 the agency began to decentralize its appraisal responsibility 
in its field staffs, and now is following the practice of having the ap- 
praisal work by area supervisors, most generally, who are headquar- 
tered out in the State. 

In addition to performing appraisal work they supervise the activi- 
ties of county offices—generally from six or seven county offices. 

Mr. Jones of Missouri. What I was getting at is this: You know 
that the number of loans are much smaller now than they were. We 
can understand that. You made loans in 1949 on a much different 
basis than you do now ? 

Mr. Smirn. There were smaller units. 

Mr. Jonrs of Missouri. Yes. Would it be practical to try to uti- 
lize the appraisers that are employed by other government lendin 
agencies, such as your land banks, and so forth, would that be 
practical ? 

Mr. Smiru. We have looked into that possibility, Mr. Jones, in past 
years. We are performing the appraisal function about as economi- 
cally as it can be done under any other system. We know that we are 
doing it cheaper than it was done when we had full-time appraisers 
hired by the agency and attached to our State staffs, but I think this 
should be taken into consideration: The last fiscal year, 1959, this 
agency actually made real estate loans of all of the different types to- 
taling $132,800,000. That takes into account several different types 
of real estate loans. That is a rather large volume of real estate lend- 
ing, and the appraisal work was performed by the 235 appraisers that 
we have on our staff throughout the country. 

They are appraising on the average of 60 to 70 appraisals, some of 
them in excess of 100 appraisals a year, in addition to their other 
duties. 

Mr. Jones of Missouri. Thank you. 

Mr. Marruews. I do not know whether this has been emphasized or 
not, but on page 13 of your statement I was very much interested to 
note, this is in the testimony of Mr. Hansen, that your plans for new 
reporting procedures, if this bill were enacted into law, would make 
it possible for you, as an example, in the 1961 budget to show a net re- 
ceipt of $18,096,750, rather than expenditures of over $234 million. 
Is that true, sir? 

Mr. Hansen. Yes, sir, I think that our budget officer can explain it 
in more detail than I can. 

Mr. Marruews. I do not believe that I need the explanation, ex- 
cept that I wanted to emphasize the fact that so often, as you gentle- 
men know, the farmers are accused of a very much larger spending 
program than they should be charged with. I am particularly pleased 
to see that you are showing your program as not a cost to the taxpayer. 
Many columnists, for example, speak of the terrific cost, as they say, 
of the farm program, and will point out such expeditures as the 
Farmers Home Administration has made, and indicating that they 
are charges against the taxpayer. 

As I see it here, that is not a net charge, you might say, to the 
taxpayer insofar as 1961 is concerned. 

Mr. Hansen. Mr. Barnard explained a while ago that these loans 
come back plus interest, plus a part of the administrative expense, so 
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that in reality the cost to the taxpayer, his contribution to the farmer, 
is relatively small. 

Mr. Marruews. I wanted toemphasize that pomt. Thank you. 

Mr. Hansen. We feel very keenly about that subject, and we ap- 
prec jate your interest in the matter. 

Mr. Smiru of Kansas. What professional qualifications do you ask 
for in an appraiser? How can he become an appraiser? 

Mr. Smiru (Farmers Home Administration). I can only answer 
that, Congressman Smith, by telling you what the qualifications are 
of the men we have doing our appraisal work now. 

They, generally, are graduates from agricultural colleges, land grant 
colleges over the country. 

Mr. Smirn of Kansas. Let us pinpoint it. Do they have to have 
an engineer ing degree ¢ 

Mr. SmirH "(Farmers Home Administration). We do not require 
them to have an engineering degree. 

Let me say that in addition to generally being graduates of land 
grant colleges, they have had experience in the agency, in the credit 
programs th: at we are administering, and have had suc h professional 
experience as would qualify them to technically perform appraisal 
work. And then we dotrain them. 

Mr. Smiru of Kansas. You want them to be halter broke in the 
ways of this bureaucracy that has been running this program, do you 
not ¢ 

Mr. Smiru (Farmers Home Administration). I do not know how 
you want me to answer that. 

Mr. Smiru of Kansas. A halter is something by which you lead an 
animal. You want to lead them / 

Mr. Scorr. Congressman Smith, I think that very careful attention 
is paid by the agency to that. 

Through its experience in this lending field through the many 
years, In working with the appraisers, it is all designed 1 to get an ap- 
praisal that will be made on a sound basis, for the farmer to get a 
loan on the farm, so that it can work out. It is all designed to be 
helpful to the farmer. 

Mr. Breepine. Will you yield there? 

Mr. Smrru of Kansas. Yes. 

Mr. Breepine. I would like to make this point, Mr. Scott. In 
the area in which Mr. Smith and I reside, and which we represent— 
we have similar areas—there is nobody that knows any more about the 
appraising of that land, than the local board itself. 

Mr. Smith asked about how you get these trained men for ap- 
praisers. Many times it nappene when a new man comes into our 
area he has no knowledge of the territory—he does not have enough 
knowledge of the area and the people that live in it. 

Cert ainly, we are very much concerned about the appraisers who 
come into that territory. Actually, we think we would much prefer 
the local board itself, 

Mr. Scorr. As we discussed here yesterday we are trying to bring 
the appraisal service much closer to a full understanding of local 
conditions. We realize you are right. You must know conditions 
well to appraise soundly. But rather than have this staff working out 
of a State office we now have these area men who serve continually 
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and move around to 5 or 6 of these county offices. Certainly, we do 
not expect any stranger to come in and start appr aising this land. 
We want to have full use of these committees. Certainly, they have 
been extremely valuable. 

This appraisal report would be just one document that would be 
before the committee when they decide whether or not they ought 
to approve the loan. 

Mr. Breepine. The local board would have some knowledge about 
it. 

Mr. Scorr. If an appraiser cannot get along and satisfy the local 
committee, it is surely an indication to us that something is wrong 
out there. We want to get them together and to bring about a meet- 
ing of minds. 

There has not been much difficulty along that line. You are bound 
to have some problems. 

It is a situation, we realize, that is very important to keep well 
under control. 

Mr. Smiru of Kansas. I do not feel very kindly towards the situa- 
tion. I object to your getting a milk man from Wisconsin to come 
down to Kansas, who does not know anything about the weather, the 
climate, or any other facts of life in Kansas, but yet he can make de- 
cisions. That is to what I object. 

Mr. Pirnir. I would like to ask about the duties of the appraiser. 
You said that they had other duties. What are they / 

Mr. Scorr. They are general supervisors of these county offices. 
Let me ask Mr. Smith, if I ¢ an, to answer your question. 

Mr. Smiru (Farmers Home Administration). They are civil service 
employees, full-time employees of the agency. In addition to per- 
forming their appraisal work they are responsible for the overall 
supervision of a given number of county offices under their super- 
vision. That runs, nationally, on the average of six to eight county 
offices that they maintain supervision over. ‘In other words, they are 
the administrative officers to whom the county supervisors report. in 
the administration of the office. 

Mr. Prirnte. Is there any way in which the personnel requirement 
can be adapted to the volume of business? 

Mr. Smiru (Farmers Home Administration). Yes, sir. We have 
a committee in the national office of the Farmers Home Administra- 
tion that carries on a continuous study of the agency’s workload versus 
staff. And we do make such adjustments over the years, and during 
the years it seems to be required in keeping with running an economi- 
-al and efficient organization. 

Mr. Prrnie. The cost of the program, if I understood correctly, is 
approximately 60 percent of the ‘administrative overhead; is that 
correct ? 

Mr. Barnarp. That would be about the net cost. 

Mr. Prentz. The net cost of the program / 

Mr. Smiru (Farmers Home Administration). Yes. 

Mr. Pirnie. Has that varied during the past 5 or 10 years? 

Mr. Barnarp. Very recently, we have made an up-to-date appraisal 
of our possible losses. And I think, based primarily on last year’s 
excellent repayments our repayment record improved considerably. 
Our loss ratio is much better than it looked about 2 vears ago. 
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Mr. Pirnie. Does this bill promise to reduce that loss of 60 percent 
of the administrative overhead—do you expect to see an improvement 
in that figure ¢ 

Mr. Barnarp. For example, we have mentioned the area supervisor 
doing the appraising. We have reduced those since 1959 from 254 
down to 234. I would think that there would not be any major admin- 
istrative saving because of this bill, except locally the county super- 
visor would be able to do the job more easily and handle a greater 
volume of business. 

The problem in administrative expense is coverage throughout the 
United States. 

We have about 1,430 county offices, where once we had over 1,600. 
That spreads it pretty thin. In some States out West, where the super- 
visor would deal with about 150 farmers during the year, he now has 
to cover 4 or 5 counties. 

It is rather difficult for us to go below this minimum. For example, 
we recently have reduced the number of employees by 600. The num- 
ber on December 31, 1958, compared to December 31, 1959, was re- 
duced by 609. I recall that figure. 

Mr. Pirniz. You have reduced it ? 

Mr. Barnarp. We have made very large reductions. 

Mr. Suorr. Will you yield ? 

Mr. Pirentr. Yes. 

Mr. Barnarp. I do not think that we can make many more, just 
because of this bill. 

Mr. Srrort. Is it a fact that because the Farmers Home Adminis- 
tration seems to continue to be given the responsibility of administer- 
ing some of these various emergency loan programs a circumstance 
that does detract somewhat from the ability of the staff to carry on the 
normal loan programs that you are set up to administer as your major 
responsibility / 

Mr. Scorr. I think it definitely has. In the period when we had 
such a prolonged drought in the Southwest and over many of the 
States, this agency had a major part of that job. While there was a 
considerable addition of clerks, and one thing and another in some 
of the areas to handle some of the paper work, the heavy responsibility 
fell right on these county supervisors and these area men. And in 
addition to that type of assistance, there was in connection with the 
emergency feed program of the department, this emergency lending 
that occurs most every year in some areas, you do not know where 
it is coming, of course—however, whenever a disaster of any kind 
occurs, why, this agency is the first line of defense to help through 
that period, and we declare the area and then we go in there and make 
these loans. 

I think they have done a grand job. 

It is a case of making loans primarily on the moral risk. And they 
pay out very well. 

Mr. Snort. Is it common practice on these emergency programs 
when they are authorized to have an administrative cost allowance 
which enables you to add to the staff ? 

Mr. Scorr. Out of the revolving fund. We have an emergency 
revolving fund that the Congress has authorized the agency to use. 
When the Secretary determines, based on facts sent in by the State 
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directors, that a certain area, certain counties in given States, have 
conditions existing that warrants institution of this emergency loan 
program, then we do have authority under the law to use a modest 
amount of that money for clerical and other help. 

Mr. SuHorr. Thank you. 

Mr. Pirnie. One more question, Mr. Chairman. 

From reading the statement by Mr. Hansen, I noticed that there 
appeared several times reference to a saving of costs, one way or 
another—that language appears several times in the statement. That 
is not just put in there to make it sound attractive, is it? It is be- 
cause you honestly believe that it will be accomplished, is that true? 

Mr. Hansen. There will be some savings, perhaps, but primarily 
it will enable us to be more effective in more important features. This 
will eliminate many things. I do not believe that this agency can 
reduce much below where it is so far as personnel is concerned at this 
time and still give any reasonable resemblance of coverage to all of 
the counties in the United States. 

We do have some areas, I think, where we need to make adjustments 
in our staff as time goes on, but by and large this agency—l believe 
I am correct—has the least number of personnel today in the history 
of the program. : 

Isthat right? 

Mr. Barnarp. Yes, sir. 

Mr. Hansen. And basically, we have more total dollars loaned 
than we have had at any time during the history of the agency. In 
spite of that, the collections remain about constant. There are always 
a few losses. I think we will always have them. There has never 
been any extreme variation as to losses over the years; they have re- 
mained about constant. 

Mr. Prrnte. The only reason I am concerned is because within the 
Department as a whole, employment has increased to a very high level. 
Certain of our programs are being modified and adjusted as changed 
conditions result. Therefore I am addressing this question to see 
whether in this program there is a reduction in personnel. 

Mr. Scorr. We share your feeling of importance as to this. As 
Mr. Smith mentioned, there is a standing committee on Mr. Han- 
sen’s staff that continually follows the monthly reports and turns up 
volume and applications to find out economical shifts in the service, 
so that we will have justifiable service out in the counties, but not to 
be overstaffed. 

The Cuatrman. Let me interrupt. 

I want to give you all of the credit that your agency is due. The 
fact is that you were forced to cut by reason of budget limitations. 
You have the volume of business and an excellent record in all of 
that, but the fact is that you had to reduce the force because of budget 
limitations. 

Mr. Hansen. That is right. 

The Cuamman. If you want it to function, as I want it to function, 
and I am sure the members of the committee do, why not ask for 
more, and maybe you could even doa better job. 

I am not complaining about the expenses and never have. I think 
maybe indirectly you cut the force down in North Carolina too 
drastically. 
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I have been very well pleased with the way the thing has been 
operated. 

Are you going to have sufficient funds so as not to deny these 
people loans they would want available to them ¢ 

Mr. Scorr. We placed estimates on what would be or what appear 
to be our needs, and they have been handled in the usual manner in 
the budgeting process. 

The CuarrmMan. Will it be more or less than last year? 

Mr. Scorr. Will you speak on that ? 

Mr. Barnarp. The estimates for 1961 ask, in addition to the health 

rogram, for an increase in appropriations for salaries and expenses 
of $500,000 which, coincidentally, is about the cut that was applied to 
the budget estimate last year. The large reduction was taken in the 
latter part of fiscal year 1959 and the early part of this fiscal year, 
and it had to do with the tremendously reduced volume of emergency 
loan activities. 

In Texas and some other States this activity had dropped from 
well over 25 percent of all of their activities to less than 10 percent, 
and recognizing this change we are using a reduced amount from 
the revolving fund. 

The CratrMan. I am sure that you do not want to endanger this 
program because of a lack of personnel. Are you asking for enough 
money to provide the agency with the personnel it needs? 

Mr. Barnarp. Our increase in the 1961 budget is predicated exactly 
on maintaining a reasonable minimum level. 

The Cuarrman. We do not want the agency to lack for funds. 
Are you asking for enough total money to meet the reasonable de- 
mands that will be made on the agency?! I have been told that down 
home they are out of money. 

Mr. Jounson of Wisconsin. I have heard that also. 

The Cuatrman. As I recall it, this committee voted to give you 
all of the money that you needed. 

Mr. Barnarp. I have been talking about administrative expense 
money, you understand. 

The Cuatrman. I know. We are talking about two different things, 

Mr. Barnarp. There is no increase in the loan money.~ In fact, 
there is a reduction in the budget estimate for loans of $44 million 
including $15 million from the existing farm housing loan authoriza- 
tion. 

The Cmarrman. You cannot meet the demands of the agency by 
cutting the budget. It is wp to you to determine that applicants for 
loans are honest and able and willing to work. And you say that you 
have run out of money to provide help to them. Why are you asking 
for less instead of more money ?¢ 

Mr. Barnarp. Of course we do not make up the overall budget, 
Mr. Cooley. 

The CuarrMan. You make up your budget. 

Mr. Barnarp. We just make recommendations. The President’s 
budget message refers to the Farmers Home Administration ac- 
tivity this year by saying that the budget estimate for loans and ad- 
ministrative expenses is equal to the estimated amount of principal 
receipts on loans. 

The Cuarrman. I do not understand. 
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Mr. Barnarp. The statement is that the level of the budget for 1961 
is equal to the principal receipts from collections of loans outstand- 
ing. This excludes farm housing loans. 

Mr. Matruews. May I ask this question: What is the total amount 
of that? 

The CHarrman. Yes. 

Mr. Smiru of Farmers Home Administration. Do you want it for 
the fiscal year budget ? 

Mr. Barnarp. In 1961 

Mr. Poace. While you are looking that up, the effect of that is to 
place yaa on a revolving fund basis without any legislative action, is 
it not? 

Mr. Barnarp. The figure is $208 million, about. The concept there 
could not be continued, of course, because the administrative expense 
funds would have to be taken out first, and if that were the concept 
that was followed for 2 or 3 years hence, it would be a case of 
diminishing returns. 

We would deduct administrative expenses from the receipts to be- 
gin with, and the balance available would be for loans. Of course, it 
would continually go down. 

Mr. Poaae. Is it not a fact, that it is placing you on a revolving- 
fund basis, without any legislative action / 

Mr. Barnarp. I do not know how the concept was derived. 

Mr. Poace. I did not ask how it was derived. 

Is it not, in effect, to place you on a revolving-fund basis? That 
is what I am asking you. 

Mr. Barnarp. | do not know that it has anything to do with any 
continuing concept. 

Mr. Poace. I did not ask anything about that. 1 only want to talk 
about this year. 

When the President said that you cannot spend any more money 
than you take in, is not the effect of that to put you on a revolving- 
fund basis? 

Mr. Barnarp. For the 1 year, I expect it would be. 

Mr. Poagr. That is all we are talking about, this fiscal year. That 
is the effect of it, is it not? 

Mr. Barnarp. Yes, sir. 

Mr. Poage. It is done without legislative action or authorization. 

Mr. Barnarp. As I say, I do not know—it may have been just 
coincidental that the President’s message refers to it that way. 

The CuarrMan. Will the funds be made available in the next year 
and if so, what percentage of the applicants could be taken care of! 

Mr. Barnarp. That is a judgment factor. I would think that rela- 
tive to this year we will be able to take care of most of the applicants. 
The budget cut would reduce our ability to do it. If this bill were 
passed with elasticity on the interest rates for insured loans, that 
would tend to bolster the budget for real estate type loans. 

The Cuairman. On operating loans you are going to run out of 
money ¢ 

Mr. Barnarp. Based on past experience we would. 

Mr. Gaturnes. Along that line, I learned that the funds were ex- 
hausted in the State of Arkansas. I was wondering whether that 
situation is general over the country in other States, too, that they have 
run out of funds? 
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Mr. Smrru. We have had a heavier demand for operating loans 
since January 1 this year than we have experienced in the first half of 
this fiscal year and a greater demand than we have experienced for 
the last several fiscal years. We have queried our State directors 
over the country for the cause of this increased demand for operating 
loans and are finding that there are a greater number of referrals 
of bank customers and production credit association customers and 
other lending institutions to the Farmers Home Administration. 
That increase in referrals has taken place since January 1. 

We do have a very critical loan situation in some 10 or 12 States 
at the moment on these operating loans. 

The CuarrMan. What are the dates of your lending period ? 

Mr. Smirn_ of Farmers Home Administration. The bulk of the 
lending, Mr. Cooley, actually starts in late December and runs through 
to the first of May. 

Mr. Garuines. These applicants are acceptable under the prin- 
ciples and criteria set up by the agency and could receive loans, if you 
had the funds available? 

Mr. Smiru of Farmers Home Administration. I could not say for 
all of them. 

Mr. Garurines. They have been referred by some bank or local 
lending institution ? 

Mr. Smiru of Farmers Home Administration. I could not say what 

reentage of them would be eligible for loans, but I am confident, 
had on our past experience, many would be. 

Mr. Garuines. What does the agency anticipate doing to make 
funds available in these various States that now have run out of 
funds? 

Mr. Smirxu of Farmers Home Administration. There is available 
to the Department, and hence to the agency, a contingency fund that 
is a part of the 1960 Agricultural Appropriation Act that would per- 
mit the agency to request the Department, and hence the Budget 
Bureau, to release additional funds for this type of loan during this 
fiscal year. 

Mr. Garnines. The farmers are making arrangements at the mo- 
ment right now. What do you anticipate will be available in these 
various States that are out of funds, and when ? 

Mr. Smrri of Farmers Home Administration. I do not believe that 
I can answer either one of those questions. We will do the very best 
we can. 

The Cramrman. You should be prepared to go before the Appro- 
priations Committee to ask for funds, and to tell the Appropriations 
Committee what your reasonable requirements will be. Also that 
under your estimate of the requirements you will not be able to make 
the loans which Mr. Gathings has mentioned, that there is no money 
for that purpose. The money is not there because you have not asked 
for it. I do not think the Appropriations Committee would cut it 
down otherwise. 

Mr. Scorr. The Congress has been very generous in helping this 
agency, and we do appreciate it. 

As Mr. Smith has said our demand for operating loans has far 
exceeded what had been anticipated. It bulged out this year. We 
do not yet know what the reason is. We are in the process now of 
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presenting these facts to the Budget Office and the Department,. 


which is our first step in proceeding to request this contingency fund 
which the Congress has provided, and we are moving on that at this 
time. 

The Cuatrman. I would like for you to let us know, when it comes 
up, how you come out in the budget negotiations, because I believe 
if you went to the members of the Appropriations Committee and 
asked them to give you the money you need they would do it. 

Mr. Scorr. We will do that. 

Mr. Jounson of Wisconsin. You made the statement that more 
loans were being referred to you by banks. Does that mean that 
the farmer’s condition is becoming worse, so that the banks and the 
production credit associations will not loan him the money? 

Mr. Scorr. We do not know. That is a rather recent report that 
came in from several of the State directors of this agency. 

Mr. Jounson of Wisconsin. Would it not indicate that the banks 
are scared to make the loans, that they do not think the risk of that 
type of loan is one that the bank can make, so they are referring them 
to you? 

Mr. Scorr. Sometimes these banks have alternate opportunities to 
invest their funds, such as local bond issues, and one thing and an- 
other that are more attractive than some of these loans. That is 
true at times. But we are not sure just what is back of this report. 

Mr. Hacan. Referring to the subject that Mr. Cooley brought up, 
I will turn to page 3 of Mr. Hansen’s statement. I seem to detect an 
emphasis there on a shift from direct loans to insured loans. The 
question I ask is, what is the difference between a direct loan and 
an insured loan in terms of cost to the borrower and in terms of cost 
or loss of profit to the Government ? 

Mr. Smitu (Farmers Home Administration). At the present time, 
the agency is making insured loans, Mr. Hagen, at the same interest 
rate that it is making direct loans, namely, 5 percent. So that inso- 
far as the borrower is concerned he would receive exactly the same 
service. 

There is one little difference, however, that I believe was discussed 
here earlier this morning. 

The insured loans can now be made only up to 90 percent of the 
value of the farm and the direct loans can be made up to 100 percent. 
There is that little difference. 

So far as the Government’s position is concerned it merely amounts 
to this, that the insured loan is merely underwritten by the Govern- 
ment, and the only cost to the Government in the transaction is the ad- 
ministrative cost in making and servicing the loan, plus the potential 
loss that might be incurred sometime in the future. The potential loss 
on these loans is very, very small, indeed, sir. 

Mr. Hacen. What is the comparison of this administrative cost as 
to the bank cost ? 

Mr. Barnarp. The interest that the borrower pays on an insured 
loan is split between the holder of the note and the Government. Un- 
der the 5 percent charge we get one of the percentage points. The 
only added cost. of consequence that you could consider to the Gov- 
ernment on the insured loan program, as compared to the direct loan 
program, would be the accounting cost. It is more costly from the 
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Government’s standpoint to account for the insured loans than the 
others, because you are dealing with a private holder of a note. The 
law provides that if the borrower does not pay his annual installment 
on time, we pay it for him. This requires a dual set of accounts. 

Mr. Hacen. Furthermore, you make a profit on this program over 
the years. 

Mr. Smrru (Farmers Home Administration). No, sir, we have not 
made a profit. ‘The Government has not made a profit. 

Mr. Barnarp. These are 100 percent loans or 90 percent loans. We 
have not lost anything on the insured loan program from the capital 
standpoint. 

Mr. Hacen. You differ from the housing program. With respect 
to insured loans they have had to pay a big discount. Is there any dis- 
count. on these insured loans ? 

Mr. Smiru (Farmers Home Administration). No, sir, there is not. 

Mr. Barnarp. We make the insured loans in the same way as we 
make the direct loans. The holder of the note does not get mto the 
transaction except at the point where we are about to close the loan 
and we need the money. He advances the money, and we close the 
loan and give him the note. 

Mr. Hacen. You are asking here for a ceiling of 5 percent on these 
direct loans ¢ 

Mr. Smirn (Farmers Home Administration). Yes. 

Mr. Hacen. And you are asking with respect to these insured loans 
that you can authorize a higher rate? 

Mr. Smiru (Farmers Home Administration). That is right. 

Mr. Hacen. Therefore, when you say that it will not cost the bor- 
rower more, you are being a little bit pious about it, are you not, when 
you contemplate more emphasis on a higher interest type loan. 

Mr. Barnarp. It is true that we are proposing an interest rate that 
might be above 5 percent. 

Mr. Hagen. As Mr. Cooley stated, the Appropriations Committee 
will give adequate money only if requested, and the borrowers will 
have to pay more interest on money if emphasis is shifted to insured 
loans with higher rates of interest. ‘ 

Mr. Barnarp. Throughout the years there has never been enough 
direct loan money available to meet. all of the demand. 

The CHarrMAn. We have one more witness that we will have to 
call. If there are no further questions, we will do that now. 

We thank you, Mr. Scott, and your associates, for being here. 

We would like to call you again if necessary. 

Mr. Hansen. Thank you. 

Mr. Scorr. Thank you. 

The Carman. Our next witness is Mr. Hugh F Hall, assistant 
legislative director for the American Farm Bureau Federation. We 
will be glad to hear you now, Mr. Hall. 


STATEMENT OF HUGH F. HALL, ASSISTANT LEGISLATIVE DIREC- 
TOR, FOR THE AMERICAN FARM BUREAU FEDERATION 


Mr. Haut. Mr. Chairman and members of the committee, we appre- 
ciate the opportunity to appear before your committee relative to 
H.R. 7628, a bill to simplify, consolidate, and improve the authority 
of the Secretary of Agriculture with respect to loans to farmers and 
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ranchers administered by the Farmers Home Administration. Thé 
activities of this agency have been of interest to Farm Bureau mem- 
bers for many years. Farm Bureau favors the continuation of both 
the direct Government loans and the insured loan program of the 
Farmers Home Administration. These sources of credit meet needs 
that might not be met otherwise. 

We support the principles of H.R. 7628 and recommend that it be 
enacted into law. 

Numerous acts of Congress, enacted over the past 20 years or more 
to amend and supplement the original statutes, have created a need 
for consolidation and codification in the interest of public understand. 
ing and efficient administration. The resolutions adopted by the 
elected voting delegates at the last annual meeting of the American 
Farm Bureau Federation state our basic position with respect to the 
pending legislation as follows: 

Since this agency administers numerous programs developed under circum- 
stances of special needs, we favor consolidation and appropriate revision to 
provide a consistent body of law and policy. We believe it is desirable to es- 
tablish a revolving fund for financing of all activities not now operated on this 
basis, but with specific provisions for control by Congress, through annual ap- 
propriation bills, of funds for the various classes and types of loans and ad 
ministrative expenses. 

The main purpose of the loan programs administered by the Farm. 
ers Home Administration is to enable worthy operators and tenants 
to establish themselves in farming on a more secure basis. Farm Bu- 
reau has long believed and the law has provided in substance that— 

As soon as the Farmers Home Administration borrower is able to obtain op- 
erating credit through other channels, he shall be required to do so in accord- 
ance with existing provisions of the program. 

The need for the pending bill has been under discussion for sev- 
eral years. We note that it provides some changes in the limits on 
amounts that may be loaned. We believe the limits suggested are 
realistic in view of the changing capital requirements for successful 
family type farming operations. 

We also support the establishment of a revolving fund approach to 
the financing of these programs. Over the years we have noted the 
substantial payments made by borrowers on principal and interest 
but it has been necessary to search other divisions of the budget to 
ascertain these figures. The revolving fund operation has been used 
successfully in other forms of lending activities and the results com- 
mend themselves to application to this agency. 

Our support for the establishment of the revolving fund is based 
on the understanding that the pending legislation will clearly provide 
that the Congress shall continue to control the administrative ex- 
penses of the agency, and the total amounts to be loaned under each 
of its various programs through the annual appropriation acts. 

It is our desire that the Congress retain control of annual lending 
volume and administrative expenses even if, on occasion, it should 
prove possible for FHA to finance a program entirely from collections. 

If there is any question as to whether or not the Congress would 
retain such control, we will support a clarifying amendment. 

We appreciate this opportunity to present the views of Farm Bu- 
reau with regard to this very important matter. 
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‘he CuarrmMan. Thank you very much, Mr. Hall. We will not 
close the record at this time, because I want to call on other farm 
organizations so that they will have an opportunity to discuss their 
views on the pending legislation. For that reason the committee will 
stand in recess until further call of the Chair. 

(The following statement and letters have been submitted and with- 
out objection are included in the record :) 


TesTIMONY OF Hon. WALT HORAN, A REPRESENTATIVE IN CONGRESS FROM THE 
Firtu DISTRICT OF THE STATE OF WASHINGTON 


Mr. Chairman, I do appreciate your courtesy in allowing me to testify before 
your committee on behalf of H.R. 7628. As Senator Allott has stated, the assist- 
ance this legislation would bring to qualified farm and ranch families cannot 
be brought to them soon enough. 

I need not reiterate what has been pointed out here today, that is, that the 
present Farm Credit Act is completely outdated. There have been so many 
amendments to the original act, which had its beginning 26 years ago, that 
the administration of today’s farm credit programs has become a real chore. 

I believe the Farmers Home Administration, under the able direction of 
Administrator Kermit Hansen, has provided great benefits for our farmers, 
particularly family-type operators. But, the passage of this bill would greatly 
help this Administration to provide even better services. As I understand it, 
the purpose of this bill is simply to consolidate and simplify the numerous laws 
and regulations governing FHA loan programs into an efficient, easily adminis- 
tered package. 

I know the members of this committee are familiar with the various sections 
of this legislation and I see no need for me to discuss them further. 

One point I would like to mention, however, is that I do feel that some con- 
sideration should be given to revamping the current FHA loan interest rates in 
order to make available more credit funds. I am confident that we all agree on 
the worthiness of the FHA loan programs, however, they lose their worth if 
credit money is available. As an example of this problem, I recall a few years 
ago that orchardists in my district suffered an unfavorable growing season. 
The FHA loan people immediately moved in and many orchardists were granted 
much needed loans. However, the money soon ran out and no credit sources 
could be found. Fortunately, an additional lending source became available 
later, but, this problem could have been avoided altogether if FHA interest 
rates were adjusted in a manner which would allow more private insured loan 
credit sources to participate in the program. 

I know you all realize the importance of this matter because the primary pur- 
pose of the FHA lending programs is to enable needy farmers to obtain loans. 
If this objective is to be reached, FHA insured loans program interest rates 
must be made more competitive with private market interest rates. Thank you 
for allowing me the opportunity to present my views to you. 


THE AMERICAN BANKERS ASSOCIATION, 
Washington, D.C., February 25, 1960. 
Hon. Harotp D. CooLey, 
Chairman, House Committee on Agriculture, House of Representatives, Wash- 
ington, D.C. 

Deak Mr. Cootey: The American Bankers Association, working through 
appropriate committees, has given careful consideration to the provisions con- 
tained in the proposed Consolidated Farmers Home Administration Act of 1959, 
or H.R. 7628. 

We approve the objectives of this bill to simplify and consolidate the legis- 
lative authority of the Secretary of Agriculture to make loans to farmers and 
ranchers not qualifying for credit from banks or other commercial and coopera- 
tive lenders. Certainly the Farmers Home Administration is at a disadvantage 
when confronted with the task of administering the maze of laws that have been 
enacted in the last 2 decades relating to this type of credit. 

While the overall objectives of the proposal are commendable, we would ap- 
preciate it if you give certain features of the bill special consideration. 
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in several instances throughout the bill, when the borrowers’ eligibility re. 
quirements are referred to, the language used is: “at rates and terms prevailing 
in or near their community.” Yet in other places throughout the bill, it is indi- 
cated that the interest rate may not exceed 5 per centum per annum, The asgo- 
ciation believes that interest rates should not be fixed by statute or regulation. 
We feel that lending policies and interest rates should be responsive to monetary 
policy and should be allowed to fluctuate in accordance with supply and demand 
conditions created in the marketplace by borrowers and lenders. 

The bill also contains a provision for the establishment of a revolving fund. 
The association has taken the position that since revolving funds tend to per- 
petuate a Government lending operation, they should be subject to periodic con- 
gressional review to determine whether their continuation is still necessary or 
desirable, It would appear, from our interpretation of the bill, full congressional 
control of obligations from the fund will be preserved through the annual appro- 
priation process. If this is not so, we would hope proper safeguards will be in- 
cluded. In our opinion, congressional control through the annual appropriation 
process should be retained over administrative expenses of the Farmers Home 
Administration and over total loans that may be made under each of the Farmers 
Home Administration programs, even if it should be possible for the agency to 
finance a program exclusively from collections. 

We believe the enactment of the bill with the above suggestions would be con- 
structive legislation and would materially reduce the red tape involved in ad- 
ministering the program. 

Sincerely yours, 
J. OLNEY Brott, General Counsel. 


THe First NATIONAL BANK OF MERCEDES, TEX., 
February 10, 1960, 
Hon. Joe M. Kivcore, 
House of Representatives, 
Washington, D.C. 

Deak Joe: I certainly appreciate your letter of the 5th with reference to 
proposals for rewriting the FHA Act, as of February 22-23. While I very much 
appreciate the invitation to come up there, I believe I can give you very briefly 
my thoughts on the subject: 

First, I think there is a great need for a little more leniency in FHA financing 
requirements because the prime need for the Administration financing is to assist 
the farmers who cannot meet commercial bank requirements and really need to 
have that source to turn to, in order to keep up their farming operations. If 
the FHA can’t accommodate that type farmer, then it could be abolished, for 
those borrowers who can meet standard requirements could probably obtain 
financing almost anywhere else. 

Second, I believe there is an 80-acre tract minimum and this, in particular 
should be arranged to “suit the area.” For instance a farmer in north Texas 
probably couldn’t make a living from 120 acres, whereas an enterprising young 
farmer could make a fair living from a 40-acre tract in the valley. It is difficult, 
as you know, for anyone to find 80 acres all in one tract, but often a farmer can 
find a 20- to 40-acre tract, with a home, and, if he wants to, rent farmland nearby 
for increasing his income. 

In other words, I believe that FHA could serve a very great need in this whole 
valley area, as well as other sections of the country, if the general requirements 
would be flexible enough to actually benefit the people who need term financing 
and who, without it, will be forced to quit farming entirely. 

I hope your committee may come up with some helpful planning; because, 
despite the fact that some equipment dealers predict a bright future for imple- 
ment sales, the actual fact is that farming, ranching and agriculturally-related 
enterprises are declining and will continue unless some “boost” in financing is 
available beyond what we have at present. Of course, as you are well aware, 
down here the whole economy is pretty well tied in with agricultural activity, 
and it seems to me that farming and related business—in fact almost all small 
businesses—will find it harder and harder to survive unless financing is made 
available from sources other than area banks. 

I certainly appreciate the interest you have always shown in our problems, 
and it is my thought that we should try to keep young men interested in farming 
and that this area has as much merit to “keep operating,” say, as wheat farmers 
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or farming and ranching in other sections of the country, and that FHA could 
be a helpful organization throughout the nation, if its requirements were flexible 
enough to take care of the smaller farmer, especially. 
Best wishes to you and yours, 
Sincerely, 
H. G. Groree, 
Executive Vice President. 


COMMERCIAL BANK OF T WISP, 
Twisp, Wash., February 19, 1960. 
Congressman HakoLp D. Coo.ry, 
Congressional Office Building, 
Washington, D.C. 

My Dear CONGRESSMAN CooLey : This bank has been very active in the Farmers 
Home Administration program in Okanogan County here in our State and we 
are deeply interested in its continuance and improvement. It seems quite ap- 
parent to us that the present day financial problems of the agricultural industry 
do not lend themselves readily to conventional financing methods. The vastly 
increased capital investment necessary in land and equipment makes it im- 
practical to attempt financing over what we would normally call standard bank 
terms and it is therefore necessary to extend large amounts of credit over long 
periods of time to permit orderly development and consequent debt repayment. 

Even in periods of normal loan demand, a situation which we most certainly 
do not enjoy at this time, country banks simply do not have the deposit strength 
to permit active participation in long-range agricultural expansion programs. It 
seems clear to us that only by intensive efforts on our part to bring about an 
increase in the size on individual land holdings and their proper mechanization 
and utilization can we expect to give agriculture the strength it will need to 
meet the problems of the coming years. Working with the Farmers Home Ad- 
ministration program, however, it becomes possible for small country banks to 
render a very worthwhile service to their farmer customers and, in so doing, to 
contribute substantially to the State and national agricultural welfare. Even 
this method, however, still presents the problem of acquiring the necessary funds 
to put into such rather large size long-term loans. 

For the foregoing reasons, and many others of equal importance, we are in- 
terested in your bill, H.R. 7628, and the changes it proposes in the present act. 
Although we must confess that we do not have an exact copy of the present act 
and cannot therefore make a precise comparison, we do note some apparent 
changes which we believe are very desirable. 

We should like to take the liberty of making some suggestions for your con- 
sideration and we would appreciate their being brought to the attention of the 
appropriate committee in its studies of the proposed bill. First, we believe it 
highly desirable that the permissible interest rate be pegged at a level higher 
than the 5 percent figure as this produces only a 4 percent net to the lending 
agency and it is not at all realistic in the light of the present money market. If 
rural banks had an abundance of money to invest this interest factor would not, 
in itself, be a severe drawback as the loans could be viewed more in the nature of 
a long-term investment rather than as loans and the banks could and should be 
willing to take a lesser return in the interests of contributing to the overall 
development of agriculture. However, there is an acute shortage of funds so 
we cannot expect the situation to be viewed in the foregoing light. Such loans 
as small banks can carry must produce at least a reasonable rate of return in 
comparison with other types of loans in order to contribute to the continuing 
growth and stability of the banks. Additionally, a permissible increase in the 
present rate would unquestionably make it possible for us to bring in substantial 
sums of money for investment in FHA loans by institutional type investors and, 
in some cases, State retirement funds and other similar funds of an investment 
nature. We do not believe the present program can be truly effective until it is 
able to compete in the money market for the desired long-term investor’s funds 
and we would hope that this point would be given serious consideration in the 
hearings. A 1 percent increase would make the plan competitive with the present 
government bond yields and would almost positively assure substantial addi- 
tional private funds for investment in the program. 

Another benefit which would be derived from an increase in the rate would 
be a slowing down of the resales of FHA loans by banks’and other investors to 
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the Government at the end of the 5-year holding period. We think it would 
much better for all concerned if investors could be persuaded to hold the 1 

to maturity rather than to utilize the “buy back” provision at the end of 5 years. 
This would reduce the demand for Government funds and would be in the begg 
interests of the country as a whole. 

We will appreciate your expressing our views to your colleagues who are con. 
sidering the bill and we should like to be advised, if possible, of any contemplated 
major changes. 

Very truly yours, 
L. M. Cootry, 


(Whereupon, at 12 o’clock noon, the committee recessed, subject to 
further call of the Chair.) 
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